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CHAPTER  1 

INTRODUCTION 

The  objective  of  this  thesis  is  to  determine  what  happens  to  buildings  that  are 
rehabilitated  under  the  Federal  Rehabilitation  Investment  Tax  Credit  (RITC)  program 
after  they  exit  the  five-year  recapture  period  and  enter  the  open  market.  After  a  RITC 
property  exits  the  recapture  period,  there  are  no  federal  measures  to  protect  the  retention 
of  the  historic  character  of  the  property  that  was  sustained  through  rehabilitation.  The 
only  regulatory  protection  that  exists  is  in  the  form  of  local  landmark  or  preservation 
ordinances,  and  not  all  RITC  properties  are  subject  to  such  protection. 

For  this  thesis,  selected  RITC  projects  that  were  completed  before  1993  were 
revisited  to  assess  the  current  physical  condition,  ownership  and  use  of  the  building,  and 
determine  whether  those  rehabilitated  buildings  have  retained  the  historic  character  that 
qualified  them  for  the  benefit  of  the  tax  credit  in  the  first  place  or  have  undergone  drastic 
alterations.  The  investigation  also  has  revealed  the  impact  of  local  ordinances  as  a  tool  in 
protecting  the  historic  fabric  of  certified  rehabilitated  buildings  during,  and  after,  the  five- 
year  recapture  period.  Finally,  it  determined  if  rehabilitated  buildings  are  still  in  active 
use  or  in  a  state  of  deterioration  and  neglect.  In  the  trade  off  of  foregone  tax  revenues 
fi-om  the  use  of  tax  credits,  the  public  has  received  the  long-term  benefit  of  rehabilitated 
buildings  that  reflect  the  historic  character  of  the  community  and  are  viable  income- 
producing  properties  within  that  community.    The  success  of  the  RITC  program  is  its 
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ability  to  balance  the  financial  interests  of  the  developer  and  provide  the  public  the 
benefits  it  deserves  from  the  loss  of  tax  revenue. 

During  the  five-year  recapture  period,  the  IRS  has  the  power  to  revoke  the  tax 
credit  in  the  event  of  inconsistent  alterations  or  sale  of  the  building.  After  the  expiration 
of  the  recapture  period,  the  IRS  power  of  protection  disappears.  Continued  protection  of 
historic  character  falls  under  the  jurisdiction  of  the  local  preservation  ordinance,  if  one 
happens  to  exist,  and  if  the  property  happens  to  be  locally  designated.  This  obvious  lack 
of  protection  opens  up  numerous  possibilities  that  could  be  seen  as  being  in  direct 
conflict  with  the  intention  of  the  RITC. 

At  the  outset  of  the  investigation,  the  expectation  of  the  thesis  was  to  prove  that 
RITC  projects  did  in  fact  undergo  alterations  that  irreversibly  compromised  the  historic 
character  of  the  buildings  as  they  exited  the  recapture  period  and  entered  the  open 
market.  As  the  investigation  progressed,  it  became  apparent  that  the  local  preservation 
regulations  are  extremely  effective  tools  in  maintaining  the  standards  of  rehabilitation 
and  the  general  condition  of  the  buildings  five  years  or  more  after  rehabilitation  is 
comparable  to  their  rehabilitated  state. 

This  thesis  is  organized  as  follows:  The  first  chapter  describes  the  methodology 
utilized  in  this  thesis.  The  second  chapter  in  this  analysis  defines  the  original  intent  and 
purpose  of  the  RITC  program.  Is  the  content  of  the  RITC  designed  to  focus  on  the 
financial  structure  of  rehabilitation  projects,  placing  them  on  equal  ground  with  new 
construction  projects,  or  on  the  design  quality  and  historic  appropriateness  of  these 
projects?  The  third  chapter  explores  the  evolution  and  legislative  changes  of  the  tax 
credit  program  since    1976.      A  facet  of  this  exploration  reviews  the  number  of 
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rehabilitation  projects  undertaken  with  each  legislative  change  and  the  amount  of  private 
investment  generated  by  these  projects.  The  fourth  chapter  surveys  RITC  projects  that 
were  completed  before  1993  in  the  cities  of  Camden,  Lambertville  and  Trenton.  New 
Jersey.  It  evaluates  the  current  state  of  properties  in  these  cities  with  respect  to  the 
physical  appearance,  ovraership  and  use  of  these  buildings  in  the  open  market.  The  final 
chapter  draws  conclusions  from  this  investigation,  assesses  the  long-term  success  of  the 
RITC  and  makes  suggestions  for  future  research  on  the  RITC  program. 


CHAPTER  2 
METHODOLOGY 

The  initial  step  in  evaluating  the  current  condition  of  RITC  projects  is  defining 
the  intent  and  purpose  of  the  rehabilitation  credit.  The  present  legislation,  in  its  written 
text,  lacks  a  true  purpose  statement,  which  has  enabled  misconceptions  of  the  program  as 
either  a  pure  economic  incentive  program  or  as  a  pure  preservation  program.  The  dual 
purpose  of  the  program  to  protect  and  preserve  a  building's  historic  character  and 
stimulate  economic  recovery  has  been  overlooked.  The  dual  purpose  can  be  reaffirmed 
by  examining  the  statements  made  at  the  introduction  of  the  legislation  to  Congress,  and 
by  outlining  the  standards  and  procedures  necessary  for  the  implementation  of  the  tax 
credit  program.  Indeed,  the  dual  purpose  is  reflected  by  the  very  presence  of  its  two 
administering  agencies,  the  Internal  Revenue  Service  and  National  Park  Service,  and  the 
respective  function  each  fulfills. 

The  current  form  of  the  tax  credit  program  is  far  removed  fi-om  the  program 
created  under  the  Tax  Reform  Act  of  1976.  It  is  the  product  of  many  debates  and 
numerous  legislative  changes  that  have  been  refmed  in  attempts  to  make  private 
investment  in  the  rehabilitation  of  historic  buildings  more  attractive  and  more  feasible 
and  regulation  of  such  investments  more  consistent.  The  evolution  of  the  program  is 
traced  by  examining  the  changes  that  were  made  in  the  legislation.  The  legislative 
changes  directly  affected  the  number  of  projects  that  were  undertaken  and  the  amount  of 
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private  investment  generated  by  tliese  projects,  as  shown  in  the  Fiscal  Year  Analysis 
compiled  by  the  National  Park  Service.  ' 

In  order  to  confirm  the  initial  findings  of  this  thesis,  which  has  been  confined  to 
three  municipalities  in  New  Jersey,  the  investigation  into  the  existing  condition  of  RITC 
projects  should  be  performed  on  a  wide  range,  such  as  the  defined  area  of  the  Northeast 
Region  (14  states)  of  the  Park  Service  or.  at  the  very  least  an  entire  state,  to  gather  a  truer 
measure  of  the  how  buildings  have  endured  since  exiting  the  recapture  period.  This 
would  provide  a  basis  of  thousands  of  buildings,  which  would  provide  a  more  accurate 
assessment  for  the  condition  of  the  tax  credit  projects,  which  is  a  scope  of  analysis 
beyond  this  thesis.  The  nature  of  this  paper  precludes  such  time-consuming  research  that 
would  require  the  efforts  of  a  team,  not  an  individual.  The  rationale  for  reviewing 
projects  that  were  completed  before  1993  is  that  the  buildings  have  exited  the  recapture 
period  and  are  presently  exposed  to  the  forces  of  the  marketplace.  They  are  eligible  to  be 
sold,  altered,  changed  in  use  or  ignored,  just  as  any  other  building.  Any  restrictions  that 
were  associated  with  the  RITC  are  completely  removed,  allowing  the  building  to  function 
as  a  full  participant  in  the  marketplace.  The  only  form  of  restriction  on  the  property 
exists  at  the  local  level,  either  in  the  form  of  zoning  or  preservation  ordinances. 

In  an  attempt  to  be  as  comprehensive  as  possible  and  meet  the  needs  of  the 
investigation,  three  cities  were  selected  through  an  examination  of  the  tax  credit  database 
at  the  Philadelphia  Support  Office  (PSO)  of  the  National  Park  Service,  formerly  the  Mid- 


'  National  Park  Service,  U.S.  Department  of  the  Interior,  Tax  Incentives  for  Rehabilitating  Historic 
Buildings:  Fiscal  Year  Analysis  (Washington  D.C.:  GPO).  Fiscal  Year  Analysis  Reports  are  compiled  each 
year  to  track  the  progress  of  RITC  activity  throughout  the  defined  regional  districts  of  the  Park  Service  and 
often  provide  cumulative  year-to-year  comparisons.  The  are  valuable  tools  to  analyze  the  RITC  program. 


Atlantic  Regional  Office  (MARO).  The  criteria  used  to  select  the  cities  were:  1)  each 
city  had  to  be  located  in  one  state.  New  Jersey,  so  as  to  maintain  a  central  geographical 
area  and  contain  research  to  one  State  Historic  Preservation  Office.  2)  each  city  had  to 
have  a  modest  amount  of  tax  credit  activity,  and  3)  the  cities  had  to  represent  a  range  of 
approaches  to  local  preservation  regulations. 

Each  of  the  three  selected  cities,  Camden,  Trenton  and  Lambertville,  have  distinct 
approaches  to  preservation  on  the  local  level.  Camden  and  Trenton  have  preservation 
ordinances  in  place  that  require  a  commission  to  review  all  work  that  alters  the  exterior  of 
a  designated  landmark  or  contributing  structure  within  a  designated  district.  Camden 
differs  from  Trenton  in  that  the  National  Park  Service  (NPS)  recognizes  its  preservation 
program  as  a  "Certified  Local  Government"  (CLG).  The  CLG  program,  administered  by 
the  NPS,  requires  that  a  local  government  must  effectively  carry  out  the  purposes  of  the 
National  Historic  Preservation  Act.  A  CLG's  responsibilities  include  enforcing 

legislation  for  the  designation  and  protection,  establishing  a  quahfied  historic 
preservation  review  commission,  surveying  and  maintaining  an  inventory  of  historic 
properties,  and  providing  a  public  participation  and  assistance  in  the  local  preservation 
program.^  Trenton  has  a  strong  local  ordinance  and  active  preservation  community,  but 
has  decided  not  to  participate  in  the  Certified  Local  Government  program,  Lambertville 
has  no  local  preservation  ordinance  in  place,  allowing  the  individual  to  monitor  the 
safeguarding  of  the  city's  historic  architectural  heritage.  The  rationale  in  selecting  cities 
with  differing  approaches  to  preservation  was  to  consider  the  impact  a  strong,  weak,  or 
non-existent  ordinance  will  have  on  tax  credit  buildings.   For  instance,  it  is  important  to 


'  National  Historic  Preservation  Act  of  1966,  as  amended  1992,  U.S.C.,  Title  L,  Section  101  (c)(J). 

6 


distinguish  if  non-conforming  alterations  to  the  subject  properties  occur  more  frequently 
in  Lambertville  than  the  other  cities. 

From  the  list  assembled  at  the  PSO.  each  property  that  underwent  a  certified 
rehabilitation  was  individually  surveyed  by  two.  and  where  possible  three,  methods  to 
detect  if  any  non-conforming  alterations  to  the  historic  character  of  the  property  have 
occurred  after  the  end  of  the  five-year  recapture  period.  First,  the  applications  submitted 
to  the  NPS  were  reviewed  to  identify  the  appearance  and  extent  of  rehabilitation  to  each 
building  upon  certification.  (All  RITC  applications  are  on  file  at  the  New  Jersey  State 
Historic  Preservation  Office  in  Trenton  and  are  open  to  public  inspection.)  The  second 
method,  which  pertains  only  to  Camden  and  Trenton,  was  to  review  the  file  of  each 
building  that  is  maintained  by  the  local  preservation  commission.  These  files  contain 
building  permits,  comments  and  decisions  issued  by  the  historic  architectural  review 
board  and  a  record  of  any  alterations/additions  on  the  subject  buildings.  The  final  aspect 
of  the  investigation  was  to  visually  inspect  each  building  and  compare  its  current 
appearance  to  its  certified  rehabilitated  state.  All  buildings  were  assessed  from  the 
exterior,  and  where  access  was  possible,  the  interior.  Obviously,  this  is  the  most  valuable 
tool  in  determining  if  the  historic  character  of  the  building  has  been  retained.  The 
combination  of  these  investigative  techniques  has  revealed  any  non-conforming 
alterations  to  the  buildings  and  the  ability  of  the  historic  review  board  to  mitigate 
inappropriate  changes  to  historic  buildings. 

The  fmal  aspect  of  the  thesis  is  to  examine  how  the  rehabilitated  buildings  have 
performed  on  the  open  market  after  they  exit  the  five-year  recapture  period.  A  true 
economic  analysis  of  the  market  conditions  for  the  properties  and  their  effect  upon 
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community  redevelopment  is  not  possible  in  the  limited  scope  of  this  investigation/  A 
few  basic  factors  are  considered  that  demonstrate  the  effectiveness  of  the  tax  credits  in 
stabilizing  deteriorated  historic  properties  and  allowing  them  to  function  on  the  real  estate 
market.  It  is  generally  assumed  that  the  cost  of  rehabilitation  is  much  greater  than  new 
construction,  but  the  cost  of  rehabilitation  is  project  specific  and  fluctuates  accordingly/ 
The  tax  credit  has  made  rehabilitation  a  viable  alternative  to  demolition  and  new 
construction.  The  RITC  enables  vacant  and  fianctionally  obsolescent^  buildmgs  in 
historic  districts  to  be  rehabilitated  and  re-enter  the  real  estate  market.  The  RITC 
program  can  also  be  applied  to  functioning  buildings  that  could  benefit  from  a 
rehabilitation  to  update  mechanical  systems  and  repair  architectural  features. 

To  assess  how  buildings  have  performed  in  the  open  market  after  the  five-year 
recapture  period,  the  chain  of  title,  beginning  from  the  time  of  rehabilitation,  was  traced 
to  establish  real  estate  market  activity  for  each  property.  Assessment  records  were 
consulted  to  compare  the  changes  in  value  of  RITC  properties  and  comparable  properties 


"  The  New  Jersey  Historic  Trust  has  published  the  most  comprehensive  report  on  the  economic  impacts  of 
historic  rehabilitation.  RITC  projects  are  not  considered  independently  but  included  with  rehabilitation 
projects  on  the  whole.  There  are  numerous  studies  on  this  subject  but  the  National  Park  Service  Fiscal 
Year  Report  is  the  only  report  that  focuses  on  the  direct  economic  impact  of  RITC  projects.  The  study 
reveals  historic  rehabilitation  as  an  important  element  in  the  construction  industry  and  an  economic  pump 
primer,  greater  in  its  effects  to  that  of  the  construction  of  new  roads  and  buildings.  77?^  Economic  Impacts 
of  Historic  Preservation  was  directed  by  New  Jersey  Historic  Trust  and  carried  out  by  the  Center  for  Urban 
Policy  Research  at  Rutgers  University. 

^  Donovan  Rypkema,  "Comparing  Rehabilitation  and  New  Construction,"  Landmark  Yellow  Pages  (New 
York:  John  Wiley  and  Sons,  1992),  28.    This  is  generally  true  but  the  cost  of  any  particular  project  is  site 
specific.  Rypkema  states  that  if  no  demolition  is  required,  major  commercial  rehabilitation  will  probably 
cost  from  12  percent  less  to  9  percent  more  than  the  cost  of  comparable  new  construction.  If  new 
construction  incurs  the  cost  of  razing  an  existing  building,  cost  savings  from  rehabilitation  should  range 
from  3  to  16  percent. 

'  Rypkema,  28.  "Functional  obsolescence"  is  defined  as  the  diminution  of  value  resulting  from  building 
inefficiency  as  related  to  inappropriate  floor  size,  layout,  and  ceiling  height  and  inadequate  mechanical 
systems.  This  applies  directly  to  the  industrial  buildings  that  were  surveyed.  Another  factor  of  inefficiency 
is  severe  deterioration  of  buildings  that  compromises  the  structural  stability  present  in  the  majority  of  the 
residential  hnilHings  thai  were  siirvpypH 


not  affected  by  the  incentive  program.  The  review  of  the  data  has  shown  that  rehabihtated 
buildings  have  become  useful  and  viable  properties  within  the  marketplace. 


CHAPTER  3 

PURPOSE  OF  RITC  PROGRAM 

Unlike  other  legislation  relating  to  the  preservation  of  historic  buildings,  the  RITC 
lacks  a  statement  defining  the  intent  and  purpose  of  the  legislation.  The  National  Historic 
Preservation  Act  (NHPA)  cites  numerous  muhi-dimensional  purposes  that  the 
implementation  of  the  act  hopes  to  achieve.  Similarly,  the  purpose  statement  of  the  local 
preservation  ordinances  in  Camden  and  Trenton  reflect  the  aims  and  goals  expressed  in 
the  NHPA.  Among  these,  the  NHPA  and  local  ordinances  addresses  the  need  to 
safeguard  buildings,  districts  and  sites  that  reflect  the  cultural,  social,  economic  and 
architectural  history  of  the  city  and  country.  The  NHPA  and  local  preservation 
ordinances  declare  that  it  is  in  the  public  interest  to  preserve  this  heritage  as  an 
educational,  economic  and  mspirational  tool.  These  articles  of  legislation  recognize  that 
this  heritage  is  irreplaceable  and  ever- increasing  extensions  of  urban  centers,  highways 
and  development  are  leading  to  the  demolition  of  historic  properties.  Furthermore,  and 
directly  applicable  to  this  thesis,  the  legislation  states  that  Federal  and  municipal 
government  should  develop  programs  and  activities  to  give  maximum  encouragement  for 
private  investment  in  historic  structures.  Over  the  years,  the  major  burdens  of  historic 
preservation  have  been  borne  and  major  efforts  initiated  by  private  agencies  and 
individuals.  It  is  the  responsibility  of  the  government  to  facilitate  and  promote  increased 
involvement  by  the  private  sector  through  its  programs  and  legislation. 
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As  will  be  shown  in  the  next  chapter,  federal  policy  before  1976  did  little  to 
promote  the  preservation  of  historic  architectural  resources.  In  actuality,  federal  tax 
policy  promoted  demolition  of  older  structures  in  favor  of  new  construction.  This  will  be 
described  in  greater  detail  in  the  next  chapter.  In  response,  a  system  of  tax  incentives  was 
established  to  place  the  rehabilitation  of  historic  buildings  on  equal  footing  with  new 
construction.  The  Tax  Reform  Act  of  1 976.  the  first  such  legislation,  was  a  watershed  in 
government  cooperation  to  facilitate  historic  preservation  but  the  legislation  was  vague  in 
what  it  actually  hoped  to  achieve.  Unlike  the  NHPA  or  local  ordinances,  the  text  of  the 
legislation  did  not  specifically  defme  the  purpose  of  the  program.  It  only  outlined  the 
incentives  available  to  those  who  rehabilitated  historic  buildings,  as  defined  by  the 
Internal  Revenue  Service  (IRS)  and  the  process  to  certify  the  rehabilitation,  as 
administered  by  the  National  Park  Service  (NPS).  The  purpose  is  partially  revealed  in 
the  statement  of  Senator  J.  Glerm  Beall  (R-MD),  the  principal  Senate  sponsor  of  the  bill 
of  the  program,  at  the  introduction  of  the  legislation: 

1  feel  that  our  current  system  of  tax  incentives  works  in  a  very  direct  and  definite  way  against 
enlisting  private  funds  in  historic  restoration  projects.  We  can  no  longer  continue  to 
systematically  destroy  our  Nation's  history,  weaken  the  fabric  of  our  communities,  and  deplete  our 
resources  as  we  have  in  the  past.  As  our  national  values  readjust  to  the  concept  of  a  finite  world  it 
is  important  for  us  to  update  our  tax  system  so  as  to  help  redirect  and  achieve  socially  desirable 
goals." 

But  these  sentiments  are  not  expressed  in  the  legislation,  creating  confusion  as  to  whether 
the  tax  incentive  program  was  designed  to  monitor  the  design  quality  and  historic 
appropriateness  of  rehabilitation  projects  or  to  focus  on  the  financial  structure  and 
incentives  that  can  be  amassed  through  rehabilitation,  or  both. 


Christopher  Duerksen,,  A  Handbook  on  Historic  Preservation  Law  (Washington  DC:  The  Conservation 
Foundation  and  the  National  Center  for  Preservation  Law,  1983),  460.  The  quote  is  taken  from  the 
Congressional  record,  121  Cong.  Rec.  3004  (1975),  at  the  introduction  of  the  legislation  to  the  Senate. 
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The  rehabilitation  of  historic  buildings  involves  two  processes  which  should  be 
complementary,  but  which  in  practice  may  be  in  conflict.  The  purpose  of  rehabilitation 
seeks  to  extend  the  useful  life  of  an  existing  building  by  introducing  changes,  which  on 
occasion  is  modem  and  intrusive  in  nature,  while  the  role  of  the  National  Park  Service 
(NPS)  is  to  protect  and  preserve  a  building's  historic  character  by  limiting  change. 
Conflicts  frequently  occur  as  the  retention  of  historic  character  increases  the  cost  and 
difficulty  of  rehabilitation.  The  process  of  rehabilitation  may  create  an  atmosphere  of 
competing  values  between  the  private  investor  who  desires  a  cost  effective  and  quick 
project  and  those  evaluating  the  historical  accuracy  of  the  rehabilitation,  in  this  case  the 
SHPOandNPS. 

The  RITC  program  places  great  emphasis  on  the  historic  appropriateness  of  the 
rehabilitation  by  requiring  the  project  to  conform  to  a  strict  application  of  criterion, 
known  as  the  Secretary  of  Interior's  Standards  for  Rehabilitation  ("the  Standards").  The 
Standards  monitor  rehabilitation  activity  on  both  the  exterior  and  interior,  creating 
numerous  difficulties  for  the  developer  to  introduce  modem  amenities  in  an  older 
building  without  disrupting  the  historic  character. 

The  fact  that  the  NPS  requires  the  retention  of  interior  fabric  represents  a  far- 
reaching  and  innovative  approach  to  rehabilitation.  The  historic  value  of  interior  spaces 
and  features  is  regarded  as  important  to  the  character  of  the  building  as  the  exterior 
features.  This  is  not  necessarily  a  novel  concept  but  requiring  the  interior  features  to  be 
retained  during  rehabilitation  is  a  unique  statutory  approach  and  one  of  the  strongest 
elements  of  the  RITC  program.  British  statutory  requirements  affecting  the  rehabilitation 
and  re-use  of  historic  buildings  exclude  the  review  of  alterations  made  to  the  interior 
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which  do  not  materially  affect  the  exterior  of  the  building.  Other  European  legislation  is 
similar  to  the  British  approach/  The  apphcation  of  the  Standards  is  effective  in  ensuring 
the  retention  of  the  exterior  and  interior  historic  fabric  of  the  building. 

Each  project  is  reviewed  to  determine  whether  the  rehabilitation  complies  with 
the  Standards.  If  the  rehabilitation  meets  the  expectations  of  the  Standards,  it  is  not 
certified  and  the  project  does  not  qualify  for  the  tax  incentives.  But  if  it  does  qualify, 
there  are  few  measures  within  the  law  to  ensure  that  the  rehabilitated  condition  and 
appearance  of  the  building  will  remain  intact  after  the  expiration  of  the  recapture  period. 
The  IRS  has  the  right  to  recapture  a  percentage  of  the  tax  credit  if  the  owner  "undertook 
unapproved  fijrther  alterations"  that  is  inconsistent  with  the  Standards  during  the  five- 
year  period  following  certification.  Unfortunately,  neither  the  IRS  nor  NPS  has  the  time 
or  personnel  necessary  to  inspect  each  building  and  determine  "inconsistent  alterations" 
on  a  yearly  basis.  The  responsibility  to  monitor  the  appearance  of  the  building  is 
assumed  by  the  local  historic  preservation  commission,  if  one  happens  to  exist. 

After  the  end  of  the  five-year  period,  there  are  no  measures  at  the  federal  level  to 
ensure  the  historic  character  will  be  retained,  allowing  the  property  owner  to  utilize  the 
building  and  make  any  alterations  he/she  feels  fit.  Protective  measures  may  exist  at  the 
local  level;  their  effect  upon  RITC  projects  will  be  discussed  at  a  later  time  within  this 
paper. 

While  the  design  aspect  of  the  rehabilitation  as  administered  by  the  NPS  is  a  vital 
component  of  the  RITC  program,  an  equally  important  purpose  of  the  program  is  the 


'  David  Highfield,  The  Rehabilitation  and  Re-use  of  Old  Buildings  (London:  E.  &  F.N.  Spon  Ltd.,  1987), 
99.  Refer  to  the  Town  and  Country  Planning  Act  1971,  Section  22  (2).. 
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investment  requirement  administered  by  the  IRS.  Beyond  the  aesthetic  considerations  of 
the  rehabilitation,  the  building  must  be  used  for  income-producing  purposes,  such  as  a 
residential  rental  unit  or  office  building.  If  the  main  purpose  were  the  historic 
appropriateness  of  the  project  alone,  the  legislation  might  be  more  comprehensive  in  its 
protection  of  this  aspect  of  the  rehabilitation.  Hypothetically.  the  NPS  would  administer 
an  easement  program  protecting  exterior  and  interior  appearances  and  require  yearly 
inspection  of  the  building.  But  the  involvement  of  the  IRS  and  the  requirement  that  the 
property  be  income-producing  shifts  the  focus  of  the  program  towards  its  fmancial 
structure  and  the  economic  reality  of  rehabilitation.  The  main  goal  of  the  investor  is  to 
receive  the  credit  that,  in  most  cases,  make  the  project  possible,  and  can  be  applied 
directly  against  their  yearly  taxes. 

The  rehabilitated  building  is  placed  into  service  as  an  office,  a  commercial  space 
or  a  residential  rental  property.  It  is  expected  that  the  property  will  be  resold,  undergo 
fiiture  alterations  as  they  become  necessary  and  be  exposed  to  the  forces  of  the 
marketplace,  just  as  any  other  piece  of  real  estate.  The  benefit  of  the  program  is  that  it 
places  historic  buildings  that  were  previously  prime  candidates  for  demolition  or  slow 
decay,  either  due  to  abandonment  or  functional  obsolescence,  on  equal  footing  with  new 
construction  and  provides  financial  incentives  for  their  rehabilitation.  The  intention  of 
the  program  is  not  to  create  more  house  museums  or  public  monuments  but  to  reinvest  in 
the  existing,  historic  infrastructure  of  a  city  or  neighborhood  as  useful,  income  producing 
properties.  To  put  it  simply,  the  use  of  tax  credits  is  an  incentive  to  encourage  property 
owners  to  rehabilitate  historic  buildings  to  acceptable  standards  through  private 
investment. 
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The  decision  to  utilize  the  RITC  is  decided  solely  by  the  individual  property 
owner,  not  a  federal,  state  or  municipal  entity.  From  a  preservation  planning  standpoint, 
therefore,  the  RITC  program  is  almost  entirely  reactive.  Though  rehabilitation  projects 
often  resemble  projects  initiated  by  a  local  planning  commission  and  have  similar 
benefits  they  are  generally  driven  by  the  current  state  of  the  real  estate  market  and  the 
anticipated  return  on  investment.  Market  forces  are  the  greatest  factor  in  determining 
how  many  RITC  projects  are  started.  The  dramatic  decline  in  the  amount  of  RITC 
projects  during  the  extended  recession  between  1 987  and  1 993  is  evidence  of  market 
forces  directly  affecting  the  amount  of  projects.* 

The  program  was  not  designed  as  a  proactive  planning  tool  that  attempts  to 
rejuvenate  an  entire  neighborhood.  It  is  an  incentive-based  program  that  allows  a 
developer  or  property  owner  to  target  individual  properties  for  rehabilitation.  The 
developers  who  utilize  the  RITC  are  reacting  to  market  conditions  in  an  attempt  to  locate 
buildings  that  can  be  successfully  rehabilitated  to  return  a  profit.  The  fmal  decision  to  go 
ahead  with  a  project  is  at  the  discretion  of  the  private  investor.  The  implementation  of 
the  tax  credits  is  a  reactive  decision  by  private  investors  who  analyze  the  real  estate 
market  and  target  specific  buildings  and  neighborhoods  in  historic  districts. 

This  is  not  to  say  that  the  RITC  program  is  never  used  as  a  planning  tool  by 
developers  and  municipalities.  The  Cooper  Plaza  Historic  District  was  the  first  historic 
district  established  by  the  Camden  Historical  Review  Commission.  It  was  established  as 


*  David  Listokin  and  Michael  Lahr,  "Analyzing  the  Economic  Impacts  of  Historic  Preservation,"  Cultural 
Resource  Management  Volume  20  Number  6  (1997):  34.  In  1987,  there  were  1092  completed  tax  credit 
projects.  By  1990,  the  number  had  plummeted  to  456.  Though  the  increase  is  not  substantial,  the  number 
of  projects  has  stabilized  between  500  and  600  certifications  each  year.  The  impact  of  the  1986  Tax 
Reform  Act  was  a  major  factor  in  the  dramatic  reduction  in  rehabilitatiMi_prQJects. 
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a  Certified  Local  District,  which  means  that  it  is  recognized  by  the  National  Park  Service 
as  a  legitimate  district  but  is  not  listed  on  the  National  Register.  According  to  Bob 
Thompson,  the  Preservation  Planner  of  Camden,  the  main  reason  the  district  was  created 
was  to  qualify  the  buildings  as  certified  historic  structures  to  allow  them  to  be 
rehabilitated  under  the  RITC  program.^  The  establishment  of  the  district  was  followed 
by  a  flurry  of  rehabilitation  projects  that  utilized  the  RITC  program.  The  coordination  of 
HUD  forgivable  loans  and  other  federal  subsidy  programs  by  a  not-for-profit 
organization  has  also  resulted  in  numerous  RITC  projects.  These  projects  usually  include 
low  income  tax  credits  and  are  geared  towards  redevelopment  of  distressed 
neighborhoods  and  affordable  housing.  The  RITC  was  not  created  as  a  proactive 
planning  tool,  rather  it  was  designed  to  subsidize  and  encourage  private  investment  in 
historic  buildings,  but  it  has  been  successfially  utilized  as  a  planning  tool. 

Due  to  the  lack  of  a  purpose  statement,  it  was  essential  for  the  purpose  of  this 
thesis  to  review  the  legislation,  implementation,  and  administrative  authorities  of  the 
RITC  to  understand  its  dual  nature.  Some  commentators  have  argued  that  the  developer, 
in  the  pursuit  of  the  tax  credit,  has  ignored  the  historic  character  of  a  building.  They 
argue  that  the  costs  of  projects  have  been  unnecessarily  inflated  to  increase  the  amount  of 
the  tax  credit.  In  particular,  Paul  Gleye  believes  the  financial  concerns  of  the  program 
have  superceded  the  historical  accuracy  of  projects  and  has  undermined  the  first  purpose 
o  f  the  program. '° 


Bob  Thompson,  interview  by  author,  Camden,  NJ,  1 1  March  1999. 
"*  Paul  H.  Gleye,  "With  Heritage  So  Fragile:  A  Critique  of  the  Tax  Credit  I^rogram  for  Historic  Building 
R£habi\itatioiii"  American  Planning  Association  Journal  198  (November  1993):  482-83. 
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In  practice,  the  application  and  review  process  to  certify  rehabilitation  projects  by 
the  SHPO  and  NPS  is  extremely  effective  in  retaining  the  irreplaceable  historic  fabric  and 
character  defining  features  of  the  buildings.  The  three-step  review  process  ensures  that 
the  historic  character  of  a  building  is  seriously  considered.  Part  1  and  2  of  the  application 
process  allow  the  SHPO  and  NPS  to  review  projects  and  identify  aspects  of  the  projects 
that  do  not  comply  with  the  Standards.  Part  3  is  submitted  after  the  completion  of  the 
project  to  determine  if  the  projects  meets  the  Standards  and  is  approved  as  a  "certified 
rehabilitation"  for  the  purposes  of  the  20%  rehabilitation  tax  credit.  Concessions  are 
made  but  developers  are  also  held  to  a  high  standard.  The  burden  is  upon  them  to  prove 
that  exemption  from  any  standard  is  warranted.  In  return,  the  developer  places  the 
building  into  service  and  looks  forward  to  the  tax  credit.  The  dual  purpose  of  the  RITC  is 
served. 
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CHAPTER  4 

fflSTORY  OF  FEDERAL  TAX  INCENTIVE  PROGRAMS 
FOR  REHABILITATION 


To  understand  the  need  for  investment  tax  credits  to  promote  the  rehabiHtation  of 
historic  buildings,  it  is  essential  to  review  the  tax  laws  that  affected  existing  structures 
and  new  construction  before  1976.  For  many  years,  the  federal  tax  structure  actually 
encouraged  the  demolition  of  older  buildings  in  favor  of  new  construction.  The  tax  code 
was  structured  so  that  rehabilitation  of  an  old  building  required  the  forfeiture  of 
substantial  tax  benefits  in  relation  to  new  construction.  Furthermore,  preservation  was 
less  economically  attractive  than  demolition  and  new  construction  because  a  new 
building  could  often  be  depreciated  faster  than  one  already  placed  into  service,  and  the 
costs  of  rehabilitat'mg  an  existing  building  are  inherently  less  predictable.  The  ability  to 
deduct  demolition  costs  as  an  expense  in  the  year  in  which  the  demolition  occurred 
provided  a  further  incentive  to  demolish  rather  than  rehabilitate."  These  and  other  tax 
provisions  compounded  other  economic  incentives  to  replace  rather  than  preserve  old 
buildings. 

Moreover,  the  pressure  of  increasing  land  value  in  urban  centers  placed  the 
rehabilitation  of  a  historic  building  at  a  serious  disadvantage.  Rehabilitation  often  meant 
forgoing  an  opportunity  to  construct  a  larger  and  more  lucrative  building  on  the  same 


' '  Stephen  L.  Kass,  Judith  M.  LaBelle,  and  David  A.  Hansell.  Rehabilitating  Older  and  Historic  Buildings, 
1990  Cumulative  Supplcmpm  (New  York-  John  Wiley  Press,  1990),  2. 
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site.  As  a  result  of  these  considerations,  historic  structures  were  vulnerable  to 
demolition,  and  could  not  compete  in  the  development  marketplace  with  new 
construction.  When  combined  with  federal  programs  that  stimulated  large-scale  urban 
renewal  and  highway  projects,  the  country,  and  in  particular  cities,  lost  innumerable 
structures  that  had  contributed  to  the  architectural  and  historic  heritage  of  America. 

Federal  policy,  under  the  National  Historic  Preservation  Act  of  1966.  declared 
that  "it  is  necessary  and  appropriate  for  the  Federal  Government  to  accelerate  its  historic 
preservation  programs  and  activities  and  to  give  maximum  encouragement  to  agencies 
and  individuals  undertaking  preservation  by  private  means."'^  Obviously,  the  Federal  tax 
policy  was  failing  to  encourage  and  promote  the  rehabilitation  and  continued  use  of 
historic  buildings.  Instead,  the  demolition  of  historic  buildings  through  private 
development  was  being  encouraged.  Under  pressure  from  the  preservation  community 
and  increasing  public  awareness  of  the  importance  of  preserving  the  architectural  heritage 
of  America,  the  need  to  change  the  Internal  Revenue  Code  as  part  of  the  preservation 
effort  became  increasingly  clear. 

The  first  major  reform  to  bring  Federal  tax  policy  into  harmony  with  Federal 
policy  on  historic  preservation  was  the  Tax  Reform  Act  of  1976.'^  The  Tax  Reform  Act 
of  1976  contained  two  significant  incentives  designed  to  put  the  rehabilitation  of 
qualified  historic  buildings  on  an  equal  footing  with  new  construction.  To  be  considered 
a  qualified  historic  building,  the  building  had  to  be  individually  listed  on  the  National 
Register  or  a  contributing  element  within  a  National  Register  district  or  be  designated  in  a 


''  National  Historic  Preservation  Act  of  1966  U.S.C.  Title  I.  Section  1  (b)(7). 
'^  P.L.  94-455  (1976). 
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state  or  local  district  that  is  certified  by  the  Secretary  of  the  Interior.  Buildings 
individually  designated  under  state  or  local  authority  did  not  qualify  for  the  incentives. 

The  first  incentive  allowed  an  owner  of  a  qualified  historic  building  to  amortize 
rehabilitation  expenditures  over  a  period  of  60  months.'"*  This  was  a  significantly  shorter 
period  than  those  previously  allowed  under  previous  tax  laws,  which  were  tied  to  the  life 
of  the  improvements,  typically  25  to  30  years.  The  second  incentive  was  an  alternative  to 
the  five-year  amortization.  The  o\vner  of  a  qualified  historic  building  could  use  the  form 
of  depreciation  deduction  available  to  owners  of  a  new  construction  project  of  a  similar 
type.  Rather  than  being  limited  to  the  straight-line  or  125%  declining  balances  rates 
previously  available  to  owners  of  "used"  buildings,  owners  of  substantially  rehabilitated 
buildings  could  use  either  the  150  (for  commercial  projects)  or  200  (for  residential 
projects)  percent  declining  balance  rate  for  depreciation.'^ 

The  1976  Act  also  included  two  disincentives  to  demolition  of  qualified  historic 
structures,  either  individually  listed  or  within  a  district.  The  first  disincentive  eliminated 
the  abihty  to  deduct  demolition  costs  of  a  historic  building  as  an  expense;  instead  these 
costs  had  to  be  capitalized  as  part  of  the  nondepreciable  land  cost.'^  The  second 
disincentive  required  that  depreciation  of  any  structure  that  replaced  a  demoUshed 
structure  must  be  taken  using  the  straight-line  method.'^ 

For  a  historic  building  to  qualify  for  either  of  the  incentives,  it  had  to  pass  two 
crucial  tests.  First,  the  project  had  to  involve  "substantial  rehabilitation".  Substantial 


'"  I.R.C.  §  191  (1976),  repealed  ERTA,  Pub.  L.  No.  97-34,  95  Stat.  239  (1981). 
■'  I.R.C.  §  167(0)  (1976),  repealed  by  ERTA,  Pub.  L.  No.  97-34,  95  Stat.  239  (1981). 
'*  l.R.C.  §  280B  (1976),  as  amended  by  of  Pub.  L.  No.  98-369  Stat.  1063  (1984). 
'M.R.C.  §  167(n)(1976). 
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rehabilitation  requires  that  the  cost  of  rehabilitation  must  exceed  the  greater  of  $5000  or 
the  pre-rehabilitation  adjusted  basis  of  the  building  and  its  structural  components  (minus 
land  costs).  The  adjusted  basis  is  generally  the  purchase  price,  minus  the  cost  of  land, 
plus  improvements  already  made,  minus  depreciation  already  taken.  Once  the  substantial 
rehabilitation  test  is  met,  all  qualified  expenditures  qualify  for  the  tax  credit.** 

The  second  test  requires  the  rehabilitation  program  to  be  reviewed  and  approved 
by  the  National  Park  Service,  to  assure  its  conformance  to  the  Secretary  of  the  Interior's 
Standards  for  Rehabilitation.  The  purpose  of  this  test  was  to  ensure  the  identification, 
protection  and  retention  of  key  historic  features  during  renovation,  and  to  prevent  damage 
to  the  structural  and  architectural  integrity  of  the  building.  The  review  process 
considered  both  exterior  and  interior  features.'^  The  Standards  created  a  high  threshold 
that  challenged  developers  to  preserve  the  historical  characteristics  that  made  the  building 
significant,  especially  in  projects  that  altered  the  use  of  a  rehabilitated  building. 

This  initial  attempt  in  1976  to  utilize  tax  incentives  to  promote  the  rehabilitation 
of  historic  buildings  proved  to  be  rather  ineffective.  As  a  result,  the  tax  incentives  failed 
to  spur  developers  to  consider  the  feasibility  of  renovation. ^°  The  income  tax  effects  are 
usually  the  last  consideration  in  the  evaluation  of  a  development  project.  Another 
problem  that  limited  the  use  of  the  tax  incentives  was  that  the  substantial  rehabilitation 
test  made  rehabilitation  projects  more  difficult  in  areas  where  building  values  are  high.^' 
It  also  limited  rehabilitation  in  districts  where  substantial  rehabilitation  had  already 


'*  I.R.C.  §  167  (o)(2)  (1976)  repealed  by  ERTA,  Pub.  L.  No.  97-34,  95  Stat.  239  (1981). 

"  I.R.C.  §  191  (a)(4)  (1976)  repealed  by  ERTA,  Pub.  L.  No.  97-34,  95  Stat.  239  (1981). 

^°  Frank  Schindman  and  W.  David  East,  "Federal  Taxation  and  Urban  Land  Development:  Does  the  Tail 

Wag  the  Dog?"  Urban  Land  {Washington,  D.C.:  The  Urban  Land  Institute,  1978),  14. 

^'  Kass,  10. 
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occurred  and  acquisition  prices  were  increasing.  But  buildings  in  booming  districts  are 
more  likely  to  be  rehabilitated  without  an  incentive,  creating  a  situation  in  which 
developers  looked  for  run  down  areas  with  a  concentration  of  historic  buildings  to  meet 
the  substantial  rehabilitation  test.  Another  problem  was  that  the  building  industry  did  not 
have  the  necessary  experience  in  working  with  historic  structures  to  meet  the  standards. 
The  major  reasons  for  the  denial  of  project  applications  were  inappropriate  masonry 
cleaning  and  window  replacement.  The  building  supply  industry  and  architects  quickly 
responded  with  products  and  fixtures  that  were  sensitive  to  the  existing  condition  and 
character  of  historic  buildings."^^  A  fmal  thought  is  that  it  is  unreasonable  to  expect  an 
"overnight"  response  to  the  legislation,  especially  given  decades  of  development 
practices  geared  towards  new  construction.  The  conservative  attitude  of  investors  also 
contributed  to  the  slow  response  to  the  program.  It  is  only  natural  for  large-scale 
investment  to  occur  after  the  completion  of  the  first  projects  and  the  benefits  of  the 
program  could  be  analyzed. 

Though  the  tax  incentives  created  by  the  Tax  Reform  Act  of  1976  were  not  as 
effective  as  hoped,  they  did  generate  debate,  discussion  and  analysis  among 
preservationists,  developers  and  legislators.  The  result  of  this  dialogue  was  a  refinement 
of  the  program  to  create  new  and  better  incentives  for  preservation. 

The  first  improvement  was  the  Revenue  Act  of  1978,  which  provided  a  10  percent 
investment  tax  credit  for  owners  to  rehabilitate  commercial  and  industrial  buildings  that 
were  more  than  20  years  old  and  that  had  not  been  rehabilitated  within  the  preceding  20 


^^  National  Park  Service,  U.S.  Department  of  the  Interior,  Tax  Incentives  for  Rehabilitating  Historic 
Buildings:  Fiscal  Ypm-  IQH6  Annlyd^  (Washington  H  C  ■  GPO,  Fshniary  lP87),iL 
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years.^^  The  investment  tax  credit  could  be  coupled  with  the  accelerated  depreciation 
incentive,  but  could  not  take  advantage  of  the  60-month  amortization  period.  The 
introduction  of  tax  credits,  as  opposed  to  simply  tax  deductions,  signaled  a  serious  shift  in 
the  role  of  tax  incentives  in  the  promotion  of  rehabilitation  activity,  which  resulted  in 
wider  use  and  increased  investment.  Tax  credits  amount  to  a  dollar  for  dollar  reduction 
in  tax  liability  rather  than  a  deduction,  which  only  reduces  taxable  income  by  a  variable 
percentage,  based  on  the  taxpayer's  bracket.  Simply  stated,  a  deduction  reduces  income 
on  which  taxes  are  calculated  while  credits  reduce  the  amount  of  taxes  owed. 

The  original  incentives  created  by  the  Tax  Reform  Act  of  1976  only  had  a  five- 
year  life  and  were  up  for  reauthorization  in  1981.  Though  the  initial  effectiveness  of  the 
tax  incentives  was  minimal,  the  more  lucrative  incentives  of  1978  and  the  increasing 
awareness  of  appropriate  rehabilitation  techniques  stimulated  more  projects.^"*  This 
demonstrated  success  clearly  showed  Congress  that  preservation  incentives  should  be 
extended.  The  Economic  Recovery  Tax  Act  (ERTA)  of  1981  not  only  reauthorized  the 
investment  tax  credit  but  also  strengthened  the  program. 

The  ERTA  increased  the  investment  tax  credit  for  certified  rehabilitation 
expenditures  from  10  to  25  percent.  It  also  eliminated  the  five-year  amortization  and 
accelerated  depreciation  in  favor  of  accelerated  cost  recovery  (15-year  usefiil  life  for 
increased  annual  depreciation  deductions)  and  a  simpler  straight-line  depreciation.  The 
scope  of  building  types  that  qualified  for  the  credit  was  extended  as  well.    Residential 


"l.R.C.§  48(g)  (1978). 

^*  National  Park  Service,  U.S.  Department  of  the  Interior,  Tax  Incentives  for  Rehabilitating  Historic 
Buildings:  Fiscal  Year  1986  Analysis  (Washington  D.C.:  GPO,  February  1987),  iii.  \n  the  combined  fiscal 
years  of  1977-78,  there  were  512  approved  projects  totaling  $140  million  in  project  costs.  In  fiscal  year 
1979,  immediately  following  the  implementation  of  the  10%  investment  tax  credit,  there  were  635 
approved  projects  totaling  $300  million  in  project  costs. 
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buildings,  which  were  previously  excluded,  joined  factories,  office  buildings,  hotels  and 
any  other  income-producing  building  as  projects  that  would  qualify  for  the  rehabilitation 
tax  credit. 

Buildings  qualified  for  the  new  credit  under  the  same  procedures  applied  to  the 
1976  tax  incentives.  The  rehabilitation,  again  following  the  procedures  applied  to  the 
1976  tax  incentives,  had  to  be  "substantial."  The  certification  process  continued  to  utilize 
the  Secretary  of  the  Interior's  Standards  for  Rehabilitation,  and  to  be  administered  by 
State  Historic  Preservation  Offices  and  the  National  Park  Service.  There  was  no  change 
in  quaUfied  rehabilitation  expenditures,  which  included  "soft  costs"  associated  with  the 
work  undertaken  on  the  building,  architectural  and  engineering  fees,  site  survey  fees, 
legal  expenses,  development  fees,  as  well  as  other  related  "hard  costs'"  of  construction. 

The  ERTA's  investment  tax  credit  proved  to  be  an  extremely  effective  incentive 
for  private  sector  investment  in  the  preservation  of  historic  buildings  and  neighborhoods. 
There  was  an  immediate  surge  in  certified  rehabilitation  projects  in  fiscal  year  1981, 
totaling  1375  projects  that  generated  $738.3  million  of  private  investment,  up  from  614 
projects  at  $346  million  of  private  investment  in  the  year  prior  to  the  ERTA.  At  the  peak 
use  of  rehabilitation  tax  credits  in  fiscal  year  1984,  the  National  Park  Service  received 
3214  project  applications  accoimting  for  $2.4  billion  of  private  investment.  By  the  end  of 
fiscal  year  1986,  the  cumulative  total  of  approved  rehabilitation  tax  credit  projects  was 
16,805,  which  generated  over  $11  billion  in  private  investment.^^ 


^*  David  Listokin  and  Michael  Lahr,  "Analyzing  the  Economic  Impacts  of  Historic  Preservation,"  Cultural 
Resource  Mnnnvpmcnt  Vnliime  70  Niimhpr  f,  (1QQ7)-  "^4 

24 


The  program  created  by  the  1 98 1  ERTA  remained  intact  until  the  passage  of  the 
Tax  Reform  Act  of  1 986.^^  Leadmg  up  to  the  1 986  legislation,  there  was  grave  concern 
that  the  rehabilitation  credit  might  be  eliminated,  as  many  dramatic  changes  were  made  in 
the  tax  treatment  of  real  estate  and  investment  income,  but  the  rehabilitation  credit 
survived.  The  1 986  Act  reduced  the  amount  of  the  credit,  from  25%  to  20%,''  and 
altered  the  rules  governing  its  availability  in  the  form  of  passive  activity  limitations  and 
"at  risk"  rules. ^"^  These  new  rules  prevented  many  limited  partner  investors  in 
rehabilitation  projects  from  offsetting  tax  liability  from  active  sources,  such  as  salaries,  as 
allowed  under  the  previous  system.  Though  the  scheme  of  the  investment  tax  credit  for 
historic  rehabilitation  was  retamed  in  the  Tax  Reform  Act  of  1986,  the  amount  of  activity 
was  drastically  reduced  and  has  only  recently  stabilized. 

Since  the  implementation  of  the  tax  credit  program  in  1978,  over  25,000  projects 
have  generated  over  $18  billion  in  private  investment.  After  the  Tax  Reform  Act  of 
1986,  the  number  of  projects  declined  from  an  all  time  high  of  2964  (resulting  in  $1.6 
billion  of  private  investment  in  fiscal  year  1985  to  1092  projects  (resuhing  in  $1.08 
billion)  in  1986.  The  declined  continued  as  the  economy  entered  a  recession  until  it 
reached  a  low  point  in  1990  when  only  456  (resulting  in  $608  million).  There  has  been  a 
slow  increase  in  certified  rehabilitations  as  the  economy  improved  since  the  early  1990's. 
In  1 997,  902  projects  were  approved,  which  was  25%  greater  then  the  number  approved 
in  1996.  These  projects  represented  over  $1.73  billion  in  private  investment,  and  cost  the 


^^Pub.L.  99-514(1986). 
-'  I.R.C.  §  46(b)(4). 
'M.R.C.  §42(h)(lXE). 
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Federal  Treasury  about  $346  million  in  lost  tax  revenue. ^"^  One  of  the  main  factors  in 
increased  RITC  activity  is  the  syndication  of  RITC  projects  in  the  form  of  partnerships  or 
limited  partnerships  and  the  participation  of  corporations  (which  are  exempt  from  passive 
activity  rules).  Investors  provide  an  equity  base  for  the  construction  costs  of  a  project  by 
purchasing  the  tax  credits  generated  from  project.  Though  the  passive  activity  rules  limit 
certain  investors  in  partnerships,  the  development  of  syndications  have  contributed  to  the 
recent  increase  in  RITC  activity. 

It  is  doubtfiil  that  RITC  activity  will  ever  reach  the  peak  period  between  1981  and 
1986.  Regardless  of  the  amount  of  projects  presently  undertaken  compared  to  the  peak 
years,  the  program  continues  to  fiinction,  and  the  magnitude  of  the  program  should  not  be 
underestimated.  The  program  represents  the  most  effective  federal  program  that 
promotes  private  investment  in  the  rehabilitation  of  historic  buildings  and  neighborhoods. 
Over  the  history  of  the  program,  it  is  clear  that  the  federal  tax  incentives  for  rehabilitation 
have  successfiilly  increased  private  investment  in  historic  preservation  and  in  the  efforts 
to  rehabilitate  the  nation's  stock  of  older  buildings. ^^ 


^^  National  Park  Service,  U.S.  Department  of  the  Interior,  Tax  Incentives  for  Rehabilitating  Historic 
Buildings:  Fiscal  Year  1997  Analysis  (Washington  D.C.:  GPO,  February  1998). 
^"  Kass.  40. 
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CHAPTER  5 
FINDINGS  OF  THE  INVESTIGATION 

As  stated  earlier,  the  main  purpose  of  this  investigation  is  to  determine  what 
happens  to  buildings  that  are  rehabilitated  under  the  Rehabilitation  Investment  Tax  Credit 
(RITC)  program  after  they  exit  the  five-year  recapture  period  and  enter  the  open  market. 
Before  entering  into  the  fmdings  of  the  investigation,  here  is  a  brief  review  of  the  two 
approaches  used  to  analyze  the  buildings:  First,  rehabilitated  properties  are  revisited  to 
identify  whether  the  historic  character  of  the  buildings  have  been  retained  or  if  alterations 
have  been  made  that  jeopardizes  the  integrity  of  the  building.  If  the  alterations  do  not 
comply  with  the  Standards,  the  property  owner  is  ignoring  the  first  purpose  of  the  RITC 
program,  that  of  retaining  the  historical  appropriateness  of  the  rehabilitation.  The  second 
approach  is  to  analyze  the  ability  of  RITC  projects  to  compete  on  the  open  market  by 
tracking  the  fi-equency  of  property  transfer  and  calculating  the  market  value  of  the  RITC 
buildings  through  a  market  comparison  approach.  It  is  unrealistic  for  every  building  to 
successfully  reenter  the  marketplace,  but  a  majority  had  better  be  competitive.  If  not.  the 
tax  incentive  program  is  not  fulfilling  its  second  purpose  of  reinvesting  in  the  existing, 
historic  infrastructure  of  a  city  or  neighborhood  to  create  useful,  income  producing 
properties. 
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A  Review  of  the  Existing  Conditions 
After  a  RITC  property  exits  the  recapture  period,  there  are  no  federal  measures  to 
protect  the  retention  of  the  historic  character  of  the  property,  the  only  regulatory 
protection  that  exists  is  in  the  form  of  local  landmark  or  preservation  ordinances,  if  one 
happens  to  be  in  place.  The  preservation  ordinances  of  Camden^'  and  Trenton^"^  are  very 
similar  in  their  approach  to  designating  and  creating  historic  districts  and  reviewing 
additions  and  alterations  to  any  structure  within  a  historic  district  or  listed  individually. 
Lambertville  has  no  local  preservation  ordinance  in  place.  The  historic  character  of 
rehabilitation  projects  is  monitored  by  a  non-regulatory  peer  aesthetic  interest.  Though 
the  individual  is  free  to  do  as  he/she  desires  with  their  property,  there  is  an  unwritten 
expectation  within  the  community  to  retain  the  historical  character  of  a  building. 

However,  the  local  preservation  ordinances  in  Camden  and  Trenton  differ  in  two 
areas.  First,  whereas  Camden  participates  in  the  Certified  Local  Government  (CLG) 
program  administered  by  the  NPS,  Trenton  has  decided  to  not  make  the  program  a 
necessary  component  of  their  local  preservation  procedures.  In  the  past,  when  more 
ftinding  was  made  available  by  the  federal  government,  the  CLG  program  provided 
grants  to  participating  cities  to  implement  preservation  programs,  such  as  the  inventory 
and  survey  potential  historic  districts  and  technical  assistance  to  owners  of  listed 
buildings.  In  discussions  with  the  landmark  officials  of  each  city,  the  present  benefits  of 
the  CLG  program  are  quite  limited.  Since  the  landmark  office  consists  of  one  individual. 


^'  Article  XXXIII  Historic  District  Review  [Added  1-27-83  by  Ord.  No.  MC-1924],  amendments  to  the 
City  Zoning  Code  of  Camden,  January  26,  1995. 

^^  19-28.2,  Historic  Landmarks  and  Sites  Regulations,  City  of  Trenton  Ordinances. 
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the  administrative  responsibilities  of  preparing  grants  and  fiilfilling  other  CLG 
requirements  are  too  burdensome.  Bob  Thompson,  Camden  landmark  official,  stated  that 
they  are  a  CLG  in  name  only  at  this  point/^ 

Secondly,  the  Camden  ordinance  is  restricted  to  the  review  of  additions^"*  and 
alterations^^  of  the  exterior  of  a  designated  structure^^.  The  Trenton  ordinance  utilizes  the 
same  defmitions  and  review  procedures  for  the  exterior  of  a  designated  structure  but  also 
allows  for  the  designation  and  protection  of  historic  interiors/^  Presently,  the  designation 
of  historic  interiors  is  limited  to  four  buildings,  none  of  which  were  rehabilitated  under 
the  tax  credit  program.^^ 

The  Historic  Review  Committee  of  each  city  applies  similar  standards  and 
guidelines  for  the  review  of  additions  and  alterations.  Camden  specifically  applies  the 
Secretary  of  the  Interior's  Standards  for  Rehabilitation  in  the  review  process.^^'"^ 
Trenton's  review  guidelines  are  closely  based  upon  the  Standards  without  directly 


''  Bob  Thompson,  interview  by  author,  Camden,  NJ,  1 1  March  1999. 

'*  577-265  Defmitions,  Article  XXXIIl  Historic  District  Review  [Added  1-27-83  by  Ord.  No.  MC-1924], 

amendments  to  the  City  Zoning  Code  of  Camden,  January  26,  1995.  Addition  is  defined  as  "The 

construction  of  a  new  improvement  as  part  of  an  existing  improvement  when  such  new  improvement 

changes  the  exterior  appearance  of  any  structure." 

^-  577-265  Definitions,  Article  XXXIIl  Historic  District  Review  [Added  1-27-83  by  Ord.  No.  MC-1924]. 

amendments  to  the  City  Zoning  Code  of  Camden.  January  26,  1995.  Alteration  is  defined  as  "Any  work 

done  or  any  improvement  which  is  not  an  addition  to  the  improvement  and  which  changes  the  appearance 

of  the  exterior  surface  of  any  improvement  and  is  not  considered  ordinary  maintenance." 

^^  577-265  Definitions,  Article  XXXIIl  Historic  District  Review  [Added  1-27-83  by  Ord.  No.  MC-1924]. 

amendments  to  the  City^ZoningjZode  of  Camden,  January  26,  1995.  Exterior  of  a  Structure  is  defined  as 

"Those  exterior  surfaces  of  a  structure  or  improvement  which  face  upon  a  public  street  or  right-of-way, 

excluding  alleys,  alleyways  or  public  easements. 

^^  19-28.2d,  Historic  Landmarks  and  Sites  Regulations,  City  of  Trenton  Ordinances. 

'*  According  to  Jerry  Harcar,  the  Trenton  Preservation  Specialist,  the  use  of  interior  designation  is  used 

sparingly  to  avoid  confrontation  with  property  owners.  Though  the  designation  process  does  not  require 

the  approval  of  the  property  owner,  the  Landmarks  Commission  prefers  to  gain  the  consent  of  the  property 

owner  before  designating  a  building  to  avoid  controversy. 

^■^  577-274.D6,  Article  XXXIIl  Historic  District  Review  [Added  1-27-83  by  Ord.  No.  MC-1924], 

amendments  to  the  City  Zoning  Code  of  Camden,  January  26,  1995. 

''"Due  to  the  large  amount  of  RJTC  activity  in  Camden  during  the  mid  1980's,  the  review  application 

included  a  disclaimer  stating  that  committee  approval  is  not  a  guarantee  of  approval  by  the  NPS  for  the 

purpose  of  receivingJajLCtedits. 
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referring  to  them.^'  The  consistency  between  the  review  standards  applied  by  the 
National  Park  Service  and  the  cities  of  Camden  and  Trenton  provides  a  valuable  gauge  to 
measure  the  retention  of  historic  character  for  RJTC  buildings  after  they  exit  the 
recapture  period.  If  any  further  additions  or  alterations  are  undertaken,  the  process  of 
review  at  the  local  level  ensures  that  proposed  changes  receive  the  same  scrutiny  as  at  the 
federal  level.  Before  any  improvement  is  undertaken,  plans  must  be  submitted  and  the 
review  committee  must  issue  a  Certificate  of  Appropriateness. 

A  fmal  aspect  to  consider  is  that  all  of  the  RITC  buildings  in  Trenton  do  not  fall 
under  the  jurisdiction  of  the  local  preservation  ordinance.  In  Camden,  each  of  the 
buildings  that  were  rehabilitated  under  the  program  is  also  included  in  a  locally  certified 
historic  district.  This  is  not  always  the  case  in  Trenton,  where  a  number  of  RITC 
buildings  are  listed  on  the  State  or  National  Register  but  are  not  designated  on  the  local 
level.  These  include  the  Clay  and  Book  Company  Cigar  Factory  at  507  Grand  Street,  the 
In  and  Out  Social  Club  at  714-716  S.  Clinton  Street,  the  Mott  School  at  643-645  Centre 
Street  and  the  Stokely-Van  Camp  Industrial  Complex  at  Lalor  Street  and  Stokely 
Avenue.  In  each  case,  the  owner  sought  designation  of  the  building  at  the  state  and  local 
level  but  refrained  from  proceeding  with  local  designation.  It  is  understood  that  all  of  the 
buildings  in  Lambertville  fall  into  this  category,  since  there  is  no  local  preservation 
ordinance  and  the  entire  city  is  included  in  the  National  Register  district. 

The  example  of  the  Cigar  Factory  is  particularly  germane  to  in  the  reasons  for 
selecting  the  level  of  designation  of  the  building.  The  factory  is  a  rare  example  of 
Spanish  Mission  style  architecture  for  a  large  industrial  complex  in  Trenton  or  any  city 


'  19-28.2b.3,  HistoricXandmaris  niid  Siles  Ji£gidatioas,  City  of  TrenlDn  Ordinaaces. 
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on  the  Northeast.  The  owner  of  the  building  at  the  time  of  designation  in  1979.  the 
Hibbert  Company,  utilized  City  resources  to  designate  the  building  on  the  State  and 
National  Registers  but  declined  consent  for  local  designation.  The  Hibbert  Company 
understood  that  designation  at  the  local  level  resulted  in  stronger  control.  As  their  lawyer 
stated,  there  is  "concern  that  historic  designation  on  the  municipal  level  might  possibly 
restrict  the  ability  of  the  Hibbert  Company  to  fully  utilize  or  dispose  of  the  structure."^^ 
At  the  time,  the  Landmarks  Chairman,  Robert  Allen,  expressed  concern  over  "the 
soundness  and  motives  of  not  seeking  local  designation... The  attempt  to  eliminate  local 
government  from  this  process  seems  highly  questionable."^^  The  landmark  commission 
attempted  to  convince  the  owners  to  grant  their  consent  but  they  remained  unwilling  to  do 
so.  Though  the  building  could  have  been  designated  without  owner  consent,  the 
landmark  commission  refrained  from  entering  into  a  prolonged  disagreement  with  the 
owner.  Presently,  there  is  no  threat  to  the  building  and  the  landmarks  commission  is 
satisfied  with  its  conversion  to  rental  apartment  units.'*'* 

For  this  thesis,  there  are  three  categories  measuring  the  extent  of  alterations  of  the 
historic  character  of  RITC  buildings  were  developed.  The  first  category  is  to  identify 
alterations  that  were  made  during  the  five-year  recapture  period  that  did  not  comply  with 
the  Secretary  of  the  Interior's  Standards  for  Rehabilitation.  The  second  category  is  to 
identify  non-conqjliant  alterations  that  were  made  after  RITC  buildings  exit  the  recapture 
period,  which  are  under  the  jurisdiction  of  a  local  preservation  ordinance.  The  final 


"^  Landmark  Review  File,  Clay  and  Book  Company  Cigar  Factory  507  Grand  Street,  Landmarks 
Commission,  City  Hall,  City  of  Trenton.  Letter  from  Roland  R.  Formidoni,  legal  counsel  for  the  Hibbert 
Company,  to  Rebecca  Mitchell,  staff  assistant  for  Trenton  Landmarks,  dated  February  21,  1979. 
*^  Ibid,  letter  from  Robert  Allen,  chairman  of  Trenton  Landmarks,  to  Roland  R.  Formidoni,  dated  March 
13,  1980. 

**  Jerry  Haccar^jntervifiw  by  author,  Irentan,NJ,25  January  1999. 
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Figure  1.  Cooper  Plaza  Historic  District,  638-620  Benson  Street  Camden,  NJ.  This 
photograph  shows  the  condition  of  the  buildings  in  the  district  in  1983  prior  to 
rehabilitation.  The  interiors  of  these  buildings  were  stripped  of  all  decorative 
features  or  were  the  victims  of  arson.  Many  porches  had  collapsed  and  windows  were 
smashed.  These  buildings  were  in  better  condition  than  the  majority  of  buildings  in 
the  district.  This  photograph  is  typical  of  those  included  with  the  RITC  applications. 
Photograph  by  Scott  Doyle  from  the  Historic  Review  Committee  File,  638  Benson 
Street,  City  Hall,  Camden,  NJ. 


'^''y-  {H 


Figure  2.  Cooper  Plaza  Historic  District,  638-620  Benson  Street  Camden,  NJ.  These 
are  the  same  buildings  almost  fifteen  years  after  rehabilitation.  The  photograph  was 
taken  in  March  of  1999.  Photograph  by  Scott  Doyle. 
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category  is  to  identify  non-compliant  alterations  after  RITC  buildings  exit  the  recapture 
period,  which  are  not  under  the  jurisdiction  of  a  local  preservation  ordinance.  The  first 
two  approaches  require  the  a  review  of  the  Tax  Act  Review  Files  at  the  SHPO  in  Trenton 
and  the  local  review  files  for  each  property  at  the  preservation  offices  in  Camden  and 
Lambertville  in  conjunction  with  an  on-site  inspection  of  the  building.  The  local  review 
files  are  the  best  resource  for  documenting  the  chronology  and  extent  of  additions, 
alterations,  and  improvements  because  they  include  the  minutes  of  the  review  committee 
meetings,  the  Certificate  of  Appropriateness  outlining  the  work  to  be  undertaken,  and  the 
building  permit.  The  buildings  that  fit  into  the  fmal  category  of  evaluation  do  not.  for  the 
most  part,  have  local  files  on  record,  so  the  evaluation  here  in  is  limited  to  the  Tax  Act 
Review  Files  and  an  on-site  inspection  of  the  building. 

Before  entering  into  the  specific  findings  of  this  investigation,  it  must  be  noted 
that  there  appeared  to  be  few  alterations  of  any  kind  to  the  subject  buildings.  There  was 
difficulty  in  making  clear  assessments  for  projects  that  were  certified  before  1986.  The 
application  and  review  procedures  at  the  SHPO  and  NPS  were  still  being  refmed  during 
the  early  stages  of  the  RITC  program.  While  there  is  ample  photographic  documentation 
of  later  projects,  the  early  projects  lacked  comprehensive  photographic  evidence  of 
before  rehab  and  after  rehab  conditions.  This  made  it  difficult  to  accurately  gauge  the 
extent  of  aheratjons  since  the  time  of  certification  by  the  NPS.  In  many  of  the  subject 
buildings,  interior  finishes  and  features  were  previously  gutted  due  to  theft,  fire,  or  severe 
deterioration,  allowing  the  owner  great  latitude  in  the  rehabilitation  of  the  interior  spaces. 
But  it  must  be  reaffirmed  that  the  majority  of  buildings  at  least  still  retain  the  exterior 
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appearance  that  certified  them  for  the  tax  credit  in  the  first  place.    There  were  isolated 
instances  of  questionable  alterations  that  are  addressed  below. 

Through  a  thorough  examination  of  the  local  review  files,  only  one  building  can 
be  accurately  documented  as  undergoing  alterations  and  additions  that  did  not  comply 
with  the  Standards  during  the  five-year  recapture  period.  The  rehabilitation  for  638 


Figure  3.    638  Benson  Street  Camden,  NJ.    Side  elevation  showing  the  enclosed 
porch  and  additional  deck.  Photograph  by  Scott  Doyle. 


Benson  Street  in  Camden,  located  in  the  local  historic  district  of  Cooper  Plaza,  was 
certified  in  September  1986.  In  the  summer  of  1988,  the  owner,  Kenneth  Jackson, 
extended  the  rear  porch,  enclosed  the  second  story  of  the  porch  and  introduced  vents  and 
exhaust  fans  for  a  new  restaurant.  On  July  5,  1988  the  Historic  Review  Commission 
notified  the  NPS  and  the  owner  that  he  failed  to  apply  for  a  Certificate  of 
Appropriateness  and  the  additions  did  not  comply  with  the  Standards.  The  NPS  issued  a 
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warning  to  Jackson  that  IF  the  additions  did  not  comply,  the  TRS  would  be  notified  and 
the  tax  credit  would  be  recaptured.  Jackson  went  before  the  review  committee  and  was 
forced  to  reduce  the  size  of  the  addition  to  match  the  scale  of  the  building  and  screen  the 
kitchen  vents  and  exhaust  from  the  public  right  of  way/^  The  threat  of  losing  the  tax 
credit  was  enough  to  convince  the  owner  to  comply  with  the  Standards. 

The  most  obvious  example  that  fits  into  the  second  category,  non-compliant  post- 
recapture  period  alterations,  is  massive  alteration  of  186  and  190  West  State  Street  in 
Trenton.  The  buildings  are  located  m  the  State  House  Historic  District,  which  is  included 
in  the  local,  state  and  National  Registers.  The  rehabilitation  of  190  W.  State  Street  was 
certified  in  April  1981  and  186  W.  State  Street  was  certified  m  April  1986.  In  January 
1995,  well  after  the  expiration  of  the  recapture  period,  the  New  Jersey  Educational 
Advancement  Association  (NJEAA)  applied  to  the  Landmarks  Commission  to  review  the 
plans  for  the  alteration  of  the  two  buildings.  The  initial  proposal  was  to  connect  the  two 
buildings  together  with  a  glass-enclosed  stairwell.  The  link  was  to  be  flush  with  the  front 
facades  and  include  paired  brackets  along  the  cornice  to  match  the  detail  in  the  adjacent 
buildings.  The  stairwell  was  to  replace  an  exterior  doorway  into  1 86  W.  State  Street  that 
conteiined  decorative  tile  work  above  the  entry.  The  rear  facades  of  the  buildings  were  to 
be  joined  by  an  elevator  tower,  a  handicapped  entrance  ramp,  and  uniformed  stucco. 
Interior  alterations  were  quite  extensive  to  make  way  for  new  office  space  and  HVAC 
systems. 

After  the  review,  the  proposed  alterations  to  the  front  fa9ade  were  slightly  altered 


"**  Historic  Review  Committee  File,  638  Benson  Street,  Preservation  Planning  Office,  City  Hall,  City  of 
Camden. 
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to  reduce  the  impact  of  the  glass-enclosed  link  on  the  streetscape  of  the  row  of  Victorian 
and  Italianate  houses  of  the  district.  The  glass  wall  was  set  back  six  feet  from  the  front 
fa9ade  so  it  is  visible  only  when  one  is  directly  in  front  of  the  building  (see  Figures  4-5). 
The  cornice  detail  was  reduced  to  a  simple  unadorned  reverse  ogee  molding  to 
differentiate  it  from  the  existing  cornice.  The  review  committee  did  not  stand  in  the  way 
of  the  interior  and  rear  additions  since  they  were  generally  out  of  the  public  right  of  way 
but  required  the  decorative  tile  work  to  be  installed  above  the  rear  entrance  of  the 
building  (see  Figure  6)."*^  If  the  recent  additions  to  the  rear  and  interior  of  the  building 
were  undertaken  under  the  RITC  program,  the  project  would  certainly  fail  the 
certification  process. 


Figure  4.  186-190  West  State  Street  Trenton,  NJ.    Glass  enclosed  stairwell 
connecting  the  two  buildings.  Photograph  Scott  Doyle. 


Landmark  Review  File,  186-190  West  State  Street,  Landmarks  Commission,  City  Hall,  City  of  Trenton. 
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Figure  5.  Looking  east  along  West  State  Street.  The  setback  of  the  glass-enclosed 
stairwell  is  barely  visible  and  does  not  disrupt  the  streetscape.  Photograph  by  Scott 
Doyle. 


Figure  6.  The  rear  elevation  of  186-90  West  State  Street  with  the  NJEAA  building 
to  the  left  The  back  stairwell  and  elevator  are  housed  in  the  white  tower.  The  tile 
work  is  above  the  entrance  to  the  left  Photograph  by  Scott  Doyle. 
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The  case  of  Old  City  Hall.  2-8  North  Broad  Street,  Trentoa,  is  slightly  different. 
The  certification  process  for  the  building  was  quite  difficult  for  the  National  Park 
Service.  There  had  been  numerous  alterations  to  the  buildings  over  the  years  as  the 
building  expanded  when  it  served  as  City  Hall  and  then  when  it  became  an  office  and 
commercial  spape.  The  most  drastic  pre-RITC  change  was  the  infill  of  the  second  and 
third  story  windows  with  glass  block  and  air-conditioning  units  and  the  commercial 
storefronts  added  to  the  first  floor.  There  were  discussions  if  the  building  had  lost  its 
integrity  and  could  quaUfy  as  a  certified  structure,  but  eventually  the  building  was 
certified.  During  rehabilitation,  the  glass  block  infill  was  removed  and  replaced  with  one 
over  one  double  hung  sash  with  limestone  sills  and  slightly  arched  hoods  (see  Figure  7). 
Photographic  documentation  was  lacking  in  the  RITC  application  but  it  appears  the  store 
signage,  awnings  and  entry  ways  have  been  altered  since  the  rehabilitation  in  October 
1987."*^  To  ad4  to  the  difficulty,  the  Landmark  Review  File  is  misplaced  at  City  Hall  in 
Trenton.  Despite  these  factors,  it  is  obvious  that  non-compliant  alterations  have  occurred 
but  it  is  difficult  4;o  ascertain  when  they  occurred  since  the  local  review  file  is  missing. 

There  are  few  examples  of  alterations  that  do  not  comply  with  the  Standards  in 
Camden.  One  ppssible  aheration  is  the  poor  repointing  of  the  front  fa9ade  at  628  Benson 
Street,  located  in  the  Cooper  Plaza  Historic  District  (see  Figure  8).  There  was  a  question 
concerning  the  cepointing  of  the  building  in  the  certification  review  of  the  rehabilitation 
in  August  1986  but  the  photographs  were  inconclusive  as  to  the  specific  area.  In  a  review 


*''  Tax  Act  Review  File,  Mercer  County,  Trenton,  2-8  North  Broad  Street  Old  City  Hall,  New  Jersey  State 
Historic  Preservation  Office,  Department  of  Environmental  Protection,  Trenton  New  Jersey.  There  is  a 
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Figure  7.  Old  City  Hall,  2-8  North  Broad  Street  Trenton, 
NJ.  North  elevation.  The  outline  of  the  previous  glass 
block  is  apparent  around  the  windows  on  the  second  and 
third  floors.  Photograph  by  Scott  Doyle. 


suspicion  that  this  project  might  not  have  received  final  Part  3  Certification  but  the  Review  File  is 
inconclusive. 
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of  the  628  Benson  Street  file  in  Camden,  there  was  no  appHcation  for  repointing  at  any 
time  since  the  rehabilitation.  What  is  evident  is  that  the  color  of  the  mortar  does  not 
match  the  original  mortar  and  the  joints  are  overfilled  and  too  wide. 


Figure  8.  628  Benson  Street  Camden,  NJ.  Inappropriate 
repointing  on  the  front  elevation  of  the  building. 


Another  questionable  alteration  in  the  Cooper  Plaza  Historic  District  is  the 
replacement  of  the  front  door  at  422  Chambers  Avenue.  The  photographs  at  the  time  of 
rehabilitation  certification  in  March  1987  show  a  set  of  original  double  front  glass 
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paneled  doors  found  on  the  majority  of  homes  on  the  block.'*'*  Today,  there  is  a  metal 
"six  panel"  door  in  its  place  (See  Figure  9).  The  best  guess  is  that  it  was  installed  in  1997 
when  the  building  was  sold  by  the  partnership  that  rehabilitated  it  and  the  house  reverted 
back  to  single  family  use/^  This  is  the  type  of  alteration  that  can  be  done  by  a 
homeowner  without  a  permit  and  might  not  catch  the  attention  of  the  preservation 
official. 


Figure  9.  422  Chambers  Avenue  Camden,  NJ.  Original 
double  front  glass  paneled  doors  have  been  replaced  with 
a  metal  six-panel  door.  Photograph  by  Scott  Doyle. 


^'  Tax  Act  Review  File,  Camden  County,  Camden,  422  Chambers,  New  Jersey  State  Historic  Preservation 
Office,  Department  of  Environmental  Protection,  Trenton  New  Jersey. 
■"  Deed  Book  4871,  Page  0010,  County  Clerks  Office,  City  Hail,  Camden,  New  Jersey. 
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The  last  two  examples  in  Camden  relate  to  problems  occurring  with  neighboring 
properties  that  affect  the  subject  properties.  In  the  case  of  440  Chambers  Avenue,  the 
neighboring  property,  442  Chambers  Avenue,  is  missing  its  half  of  the  shared  front  porch 
(see  Figure  10).  This  poses  two  problems.  First,  the  porch  roof  has  become  unstable  and 
is  supported  by  a  temporary  post.  Secondly,  it  disrupts  the  continuous  rhythm  of  the 
streetscape. 


^^^M^^ 


wmtsH^- 


Figure  10.  440-442  Chambers  Avenue  Camden,  NJ.  The 
front  porch  of  442  Chambers  Avenue  has  been  removed, 
disrupting  the  streetscape  and  jeopardizing  the  porch  of 
440  Chambers  Avenue.  Photograph  by  Scott  Doyle. 
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The  other  property  in  question  is  1 12  Linden  Street  in  the  Cooper  Grant  Historic 
District  (see  Figure  1 1).  A  fire  at  1 14  Linden  Street  spread  into  112  Linden,  resulting  in 
the  need  to  board  up  both  properties.  Though  the  fire  did  not  destroy  a  significant 
interior,  the  building  was  in  poor  shape  before  rehabilitation,  and  it  does  threaten  the 
future  use  of  the  building.  Though  these  examples  are  on  the  periphery  of  the 
investigation,  they  do  reveal  the  effect  neighboring  properties  have  on  the  each  other, 
especially  when  they  are  attached  rows  of  houses. 


Figure  11.   112  Linden  Street  Camden,  NJ.  The  house  is 
boarded  up  due  to  a  fire  in  the  neighboring  property. 
Photograph  by  Scott  Doyle. 
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Only  two  examples  emerged  in  the  final  category,  buildings  that  are  not  under  the 
jurisdiction  of  a  local  preservation,  amounts  to  only  two  examples.  If  there  were  any 
category  of  building  type  that  was  to  be  vubierable  to  inappropriate  alterations,  it  would 
be  these  buildings.  But.  once  again,  the  majority  of  these  buildings  have  not  been  altered 
to  jeopardize  their  "historical  character. 

The  first  building  is  the  Stokely-Van  Camp  Industrial  Complex,  individually 
listed  on  the  National  Register,  now  known  as  South  Village,  a  senior  citizen  apartment 
complex  of  138  units  in  Trenton.  The  project  was  started  in  March  of  1981  and  received 
final  certification  in  February  1983.  In  the  initial  review  process,  the  reviewer  expressed 
concern  about  the  window  installation  of  the  project.  (Windows  were  one  of  the  major 
stumbling  blocks  in  many  of  the  early  RITC  projects.  Though  windows  are  still  a 
problem  in  some  projects,  the  growth  of  the  window  industry  to  accommodate  the  needs 
of  the  preservatipn  community  has  helped  to  ease  the  difficulty  of  window  replacement.) 
At  Stokely-Van  Camp,  hundreds  of  double  hung  sash  window  units  had  to  be  replaced. 
The  replacement  windows  were  divided  lights  with  muntin  bars.  In  some  places, 
especially  along  the  Stokely  Avenue  side  of  Building  #7.  several  of  the  sash  have  been 
replaced  with  large  single  light  sash  with  applied  muntins  (see  Figure  12).  Occasionally, 
these  "muntin  bars"  are  electrical  tape  that  mimics  the  appearance  of  the  other  windows. 
This  approach  to  replacement  of  historic  features  stands  in  direct  violation  of  Standard  #6 
but  is  used  sparingly  throughout  the  vast  expanse  of  the  building. 
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Figure  12.   100  Stokely  Avenue,  Building  #7,  Trenton,  NJ. 
Electrical  tape  on  storm  windows  to  mimic  the  appearance 
of  the  other  windows.  Photograph  by  Scott  Doyle. 


The  final  building  is  137-139  North  Union  Street  in  Lambertville.  located  in  the 
Lambertville  National  Register  district.  At  first,  I  thought  the  rear  fa9ade  of  137  N. 
Union,  a  3  story  stucco  addition,  might  be  a  cause  for  concern  but  it  was  found  to  have 
existed  before  the  rehabilitation.  Instead,  the  mconsistent  alteration  is  a  case  of 
mappropriate  repomting  and  replacement  of  missing  brick  in  the  front  courtyard  where 
the  two  building  are  linked  together.  There  was  extensive  repointing  with  a  Portland 
cement  mortar  on  139  N.  Union  around  the  windows.   There  was  little  attention  paid  to 
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Figure  13.   139  North  Union  Street  Lambertville,  NJ. 
Inappropriate  repointing  and  brick  replacement  in  the 
courtyard  between  the  two  buildings. 


the  width  of  the  joint.  To  make  matters  worse,  the  replacement  brick  is  of  a  completely 
different  appearance.  The  original  brick  is  a  uniform  red  color  while  the  replacement 
brick  is  a  variety  of  blacks,  reds,  salmons,  and  oranges  (see  Figure  13).  It  is  possible  the 
work  was  done  during  the  rehabilitation  when  the  courtyard  stair  direction  was  reversed 
and  the  windows  were  reinstalled,  but  there  was  no  mention  of  such  careless  work  in  the 
final  certification  of  the  building. 
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There  were  a  number  of  properties  that  on  initial  inspection  were  perceived  to 
have  inappropriate  additions  or  alterations.  Upon  further  investigation,  the  alterations  in 
question  either  preceded  the  certified  rehabilitation  or  were  contemporaneous  with  the 
certified  rehabilitation.  The  first  example  is  409  South  Seventh  Street  in  Camden  located 


Figure  14.  409  South  7*  Street.  Front  elevation  showing 
the  side  addition. 


in  the  Cooper  Plaza  Historic  District  (see  Figure  14).  There  is  a  l-Vi  story  addition 
abutting  the  west  side  of  the  building  that  appeared  to  be  a  later  addition.  But  it  was 
actually  included  during  the  rehabilitation  when  the  pre-existing  building,  411  South 
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Seventh  Street,  was  deemed  hazardous  and  demoHshed.  The  addition,  though  of  reduced 
scale  and  set  baci^  from  the  historic  structure,  contributed  to  the  initial  denial  of 
certification.  Upon  appeal,  the  rehabilitation  was  certified  due  in  part  to  the  Certificate  of 
Appropriateness  issued  by  the  Camden  Historical  Review  Committee  before 
rehabilitation  was  begun. ^° 

The  building  at  908  West  State  Street  located  in  the  Berkley  Square  Historic 
District  of  Trenton,  a  local,  state  and  National  Register  district,  is  an  interesting  case 


Figure  15.  908  West  State  Street  Trenton,  NJ.  The 
building  was  decertified  as  a  contributing  element  to  the 
Berkley  Square  Historic  District  because  of  the  aluminum 
siding.  Photograph  by  Scott  Doyle. 


study.  The  second  story  is  clad  in  aluminum  siding  instead  of  the  original  clapboards. 


Tax  Act  Review  File,  Camden  County,  Camden,  409  South  Seventh  Street,  New  Jersey  State  Historic 
Preservation  Office,  Department  of  Environmental  Protection,  Trenton  New  Jersey. 
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signaling  an  obvious  alteration  that  fails  to  comply  with  Standards  #5  and  #6.  A  review 
of  the  property  file  revealed  that  a  previous  owner  installed  the  aluminum  siding  prior  to 
the  rehabilitation  in  May  1984.  As  a  result,  the  building  was  decertified  as  a  contributing 
element  to  the  district  and  qualified  for  the  20%  tax  credit  for  non-historic  under  the 
Economy  Recovery  Tax  Act  of  1981 ." ' 

The  final  example  is  434  Greenwood  Avenue;  an  Italianate  Villa  located  in  the 
Hamilton-Greenvvood  Historic  District  of  Trenton.  Upon  inspection  of  the  interior,  it 
appeared  plumbing  and  radiator  pipes  were  haphazardly  run  and  in  a  manner  that  would 
be  inconsistent  with  certification.  The  before  rehab  photographs  show  that  the  piping 
was  already  exposed,  running  across  the  hallways  from  room  to  room  and  down  the 
center  of  the  hallways.  The  interior  common  areas  of  the  building  lacked  the  level  of 
architectural  detail  present  in  the  individual  apartments  but  this  did  not  result  in  a  denial 
of  certification  for  the  rehabilitation. 

The  main  issue  that  arose  in  the  on-site  inspection  of  the  buildings  was  that  many 
are  in  need  of  general  upkeep  and  maintenance  to  prevent  the  future  deterioration  of 
exterior  features  such  as  cornice  details,  porch  roofs  and  wall  surfaces.  The  most 
pressing  need  in  most  cases  is  providing  a  fresh  coat  of  paint.  It  appears  as  if  numerous 
buildings  have  not  been  repainted  since  the  initial  rehabilitation,  sometimes  more  than  a 
dozen  years  ago.  Among  the  buildings  that  are  in  need  of  painting  are  32-34  George 
Street  in  Lambertville;  843  West  State  Street  and  434  Greenwood  Avenue  in  Trenton; 
and  604,  610,  and  614  Benson  Street,  and  438  Chambers  Avenue  in  Camden.  908  West 


"  Tax  Act  Review  File,  Mercer  County,  Trenton,  908  West  State  Street,  New  Jersey  State  Historic 
Preservatitm  Office,  Department  of  Environmental  Protection,  Trenton  New  Jersey. 
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State  Street  has  been  vacant  for  over  a  year  and  the  gutters  are  overflowing  resulting  in 
water  infiltration  along  the  cornice  and  biological  growth  on  the  first  story  brickwork. 
Several  buildings,  including  614.  636  and  636  Benson  Street,  438  Chambers  Avenue.  843 
West  State  Street  and  137-139  North  Union  Street,  are  missing  slates  throughout  the  roof 
The  responsibility  of  maintenance  is  not  reflective  of  the  success  of  the  program  but  it 
must  be  addressed  to  avoid  the  spiral  effects  of  deterioration  on  the  buildings.  The 
responsibility  rests  solely  on  the  owner  to  maintain  their  building  but  this  is  difficult,  if 
not  impossible  to  enforce,  especially  when  there  is  no  local  ordinance  or  when  the  local 
ordinance  lacks  a  maintenance  provision. 

Market  Analysis 

An  integral  facet  of  this  study  is  to  determine  the  ability  of  the  rehabilitated 
buildings  to  compete  on  the  open  real  estate  market  after  they  exit  the  recapture  period. 
Unlike  "normal"  pieces  of  real  estate,  there  are  certain  conditions  imposed  on  RITC 
buildings.  The  RITC  requires  that  the  owner  must  hold  the  building  for  five  fiill  years 
after  completing  the  rehabilitation,  or  pay  back  the  credit.  If  the  owner  disposes  of  the 
building  within  a  year  after  it  is  placed  in  service,  1 00%  of  the  credit  is  recaptured.  For 
properties  held  between  one  and  five  years,  the  tax  credit  recapture  amount  is  reduced  by 
20%  per  year.  Though  the  ownership  requirement  discourages  the  rapid  turnover  of  the 
buildings  for  profit,  it  encourages  stable  ownership  and  deters  haphazard  speculation. 
After  the  recapture  period,  all  restrictions  are  removed  and  the  building  is  treated  as  any 
other  piece  of  real  estate. 
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Two  approaches  have  been  used  in  this  thesis  to  assess  how  RITC  buildings 
compete  on  the  open  market.  The  first  approach  is  a  general  survey  of  market  activity  for 
the  rehabilitated  buildings,  though  tracing  the  chain  of  title  for  each  property  from  the 
time  of  rehabilitation  to  the  present.  From  these  records,  two  important  conclusions  are 
drawn.  First,  the  frequency  of  property  transfers  is  tracked.  This  gives  an  indication  of 
the  marketability—  whether  a  property  is  fit  to  be  offered  for  sale-  of  the  rehabilitated 
properties.  Secondly,  it  determines  the  percentage  of  properties  that  are  held  for  the  fiill 
five  years  or  prematurely  sold,  thus  triggering  a  recapture  of  the  tax  credits.  The  second 
method  of  market  analysis  is  a  market  comparison  approach,  the  standard  appraisal 
method  to  quantify  property  value  by  objective  components.  A  market  comparison 
approach  is  accomplished  by  analyzing  the  sale  prices  of  similar  properties  sold  in  the 
same  time  period.  Tax  assessment  rolls  from  each  city  were  accessed  to  determine  the 
difference  in  value  of  RITC  properties  and  comparable  properties  not  affected  by  the 
incentive  program.  The  review  of  the  data  has  shown  that  rehabilitated  buildings  have 
become  useftil  and  viable  properties  within  the  marketplace. 

The  ability  to  compete  on  the  open  market  does  not  necessarily  mean  that  the 
rehabilitated  buildings  must  outperform  comparable  buildings  for  the  RITC  program  to 
be  deemed  successful.  The  RITC  program  is  not  considered  ineffective  if  a  few 
properties  fail  to  compete.  Realistically,  some  projects  are  liable  to  fail  due  to 
mismanagement,  financial  irresponsibility  or  inadequate  return  on  initial  investment  from 
changing  market  conditions.  If  a  review  of  the  data  showed  that  a  large  percentage  of  the 
buildings  could  not  compete  with  comparable  buildings,  then  the  assumed  effectiveness 
of  the  RITC  program  would  have  to  be  re-evaluated.  Investment  in  the  real  estate  market 
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requires  the  developer  to  assume  a  factor  of  uncertainty  and  variability  of  market 
conditions  that  cannot  be  precisely  measured.  Assuming  these  risks  presents  the 
possibility  that  returns  from  an  investment  will  be  greater  or  less  than  the  initial  forecast. 
Some  factors,  such  as  potential  rental  value  and  vacancy  rates,  can  be  accurately 
measured  to  a  certain  degree  while  others,  such  as  future  trends  of  building  activity  and 
popularity  of  the  area,  tend  to  be  more  speculative. 

In  consideration  of  the  extreme  state  of  physical  deterioration  of  the  buildings  and 
the  depressed  economic  conditions  in  Camden  and  Trenton."^'  there  existed  a  high  degree 
of  speculation  in  terms  of  business  and  fmancial  risk.  Business  risk  is  the  chance  that  the 
investment  will  not  perform  as  expected  and  fmancial  risk  is  the  chance  that  the  investor 
will  be  unable  to  make  the  debt  service  payments  on  the  property  and  thus  become 
insolvent.  But  the  low  purchase  prices  of  buildings  in  these  historic  districts  made  it 
easier  to  meet  the  substantial  rehabilitation  test.  This  makes  buildings  in  run-down 
historic  areas  particularly  attractive  for  rehabilitation  under  the  tax  credit  program.  This 
is  one  of  the  main  reasons  why  the  majority  of  RITC  activity  occurred  in  the  Cooper 
Plaza  and  Cooper  Grant  districts  in  Camden  and  the  Greenwood-Hamilton  district  in 
Trenton. 

The  first  part  of  the  analysis,  tracking  the  frequency  of  property  transfer  to 
determine  marketability,  is  a  simple  compilation  of  property  transfers.  As  stated  earlier, 
the  information  was  complied  by  tracing  the  chain  of  title  for  each  property  at  the 


Tax  Act  Review  File,  Camden  County,  620-642  and  651-659  Berkley  Street,  New  Jersey  State  Historic 
Preservation  Office,  Department  of  Environmental  Protection,  Trenton  New  Jersey.  An  amendment  to  the 
RITC  application  states  Camden  had  a  50%  unemployment  rate  and  40%  welfare  rate  when  the  project 
started  in  March  of  1984.  More  specifically,  60%  of  the  buildings  in  the  Cooper  Plaza  Historic  District 
were  vacant  and  alcohol,  drugs  and  high  crime  was  a  major  problem. 
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respective  county  courthouse  for  each  city."^^  The  total  number  of  properties  surveyed 
was  73:  42  in  Camden.  25  in  Trenton,  and  6  in  Lambertville.  The  total  number  of 
properties  still  held  in  original  ownership,  referring  to  the  owner  at  the  time  of  the 
certified  rehabilitation,  is  24.  This  represents  32.8%  of  the  survey  total.  The  totals  for 
individual  cities  are  as  follows:  9  of  42  (21.4%)  in  Camden.  12  of  25  (48%)  in  Trenton, 
and  3  of  6  (50%)  in  Lambertville.  Of  more  importance  is  the  reverse  of  these  numbers— 
the  frequency  at  which  these  properties  were  sold. 

Figure  16.  Property  Transfers  in  Selected  Cities 


■  Numt)er  of  buildings 
in  original  o\AAiership 
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sold 


Total  rxmber       Camden 
of  bukjlrgs 
surveyed 


Trerton         Lambertville 


All  together.  49  (67.1%)  of  the  survey  properties  were  sold  after  the  date  of  the 
certified  rehabilitation.  This  does  not  indicate  the  number  of  properties  sold  during  the 
five-year  recapture  period.  These  numbers  are  presented  in  a  separate  discussion  of 
property  transfers.    Of  these.  7  (14.3%)  were  sold  more  than  once.    The  totals  for  the 


See  the  Appendix  B  for  the  transfer  sheets  for  the  buildings  discussed  in  this  section  and  each  property  in 
the  survey.  Included  is  the  Deed  Book  reference,  date  of  purchase,  name  of  owner,  consideration,  rehab 
cost,  certified  approval  date  of  rehab,  rehab  use,  and  present  use. 
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individual  cities  are  as  follows:  33  of  42  (78.6%).  13  of  25  (52%)  in  Trenton,  and  3  of  6 
(50%)  in  Lambertville.  These  figures  demonstrate  the  marketability  of  the  properties  as 
they  enter  the  open  market.  The  incentive  of  the  rehabilitation  tax  credit  served  as  a 
major  factor  in  making  the  rehabilitation  of  these  buildings  a  possibility.  Many  of  the 
buildings  were  owned  by  the  city  or  stood  vacant  for  many  years.  Without  the  tax  credit 
program,  it  is  probable  that  the  buildings  would  have  remained  empty  or  been  demolished 
to  make  way  for  new  construction.  The  tax  credits  provided  the  necessary  incentive  to 
rehabilitate  the  buildings  to  a  condition  in  which  they  were  suitable  for  sale  on  the  open 
market.  The  fact  that  over  two-thirds  of  the  buildings  were  resold  represents  the  ability 
of  RITC  buildings  to  compete  on  the  open  market. 

The  other  evidence  provided  by  an  examination  of  the  property  transfers  is  the 
number  of  buildings  that  were  sold  before  the  expiration  of  the  recapture  period.  Of  the 
73  buildings,  only  five  (6.8%)  were  sold  within  the  five-year  period,  one  in  Camden, 
three  in  Trenton,  and  one  in  Lambertville.  In  Camden,  620  Benson  Street  Associates 
purchased  620  Benson  Street  for  $31,000  on  September  13.  1983.  The  National  Park 
Service  certified  the  rehabilitation,  completed  at  a  cost  of  $99,000,  in  July  1985.  The 
partnership  sold  the  building  to  Viner  and  Associates  Realty  for  $175,000  in  September 
1989,  only  four  years  after  the  certification.  In  Lambertville,  James  Scurti  purchased  32 
George  Street  for  $21,500  on  October  3,  1978.  The  National  Park  Service  certified  the 
rehabilitation,  the  cost  of  which  is  not  available,^*  in  December  1982.  Scurti  sold  the 


'''  The  cost  of  the  rehabilitation  was  not  always  included  on  the  application  or  entered  into  the  Tax  Act 
Database  at  the  Philadelphia  Support  Office  of  the  National  Park  Service  for  projects  that  were  begun 
before  1981 .  Changes  in  the  tax  incentive  program  and  the  application  procedure  in  1981  account  for  the 
missing  information. 
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property  to  Susan  Bums  for  $74,000  on  September  26.  1 985.  only  three  years  after  the 
certification.  In  Trenton  the  scenario  is  similar  for  the  three  properties  that  were  sold 
before  the  expiration  of  the  recapture  period.  One  property.  255  Jackson  Street,  stands 
out  as  particularly  insightftil.  Corwin  Roth  purchased  the  building  for  $15,000  on 
January  21,  1983.  The  National  Park  Service  certified  the  rehabilitation,  completed  at  a 
cost  of  $40,000.  in  August  1988.  Roth  sold  the  property  to  Jeremy  Rubenstein  for 
$126,000,  only  one  month  after  certification.  At  this  point,  there  is  no  indication  that  the 
tax  credits  were  recaptured  for  these  projects. 

In  each  of  the  examples  described  above,  it  appears  the  owner  of  the  building 
made  a  profit  on  the  resale  of  the  building.  The  threat  of  recapture  did  not  deter  the 
property  owner  from  realizing  the  opportunity  to  make  a  profit.  But  the  relatively  small 
number  of  properties  sold  during  the  recapture  period  show  that  this  is  the  exception.  In 
general,  owners  of  rehabilitated  buildings  held  onto  the  property  for  the  required  period. 

To  ftirther  reinforce  the  ability  of  the  RITC  buildings  to  compete  on  the  open 
market,  the  buildings  were  evaluated  for  the  purposes  of  this  thesis  through  a  market 
comparison  approach  to  indicate  the  market  value. ^"*'  The  market  comparison  approach 
analyzes  the  sale  price  of  similar  (comparable)  properties  sold  during  the  same  time 
period.  Unfortunately,  this  method  works  better  for  residential  properties,  than 
commercial  properties,  since  residential  property  types  are  very  similar  locally  and 
nationally  while  commercial  properties  are  often  built  for  specific  uses  and  industry  types 
depending  on  a  number  of  market  conditions.  Commercial  properties  are  also  more 
expensive  and  sales  are  much  more  infrequent,  making  it  difficult  to  find   likely 
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comparisons  with  a  similar  configuration,  location  and  use.  The  difficulty  is  further 
complicated  in  a  comparison  of  RITC  buildings  where  the  original  use  of  the  building  has 
been  dramatically  altered.  For  example,  it  is  difficult  to  find  a  comparable  property  to 
South  Village,  formerly  the  Stokely-Van  Camp  food  processing  plant  and  now  a  senior 
citizen  housing  complex  of  138  apartment  units,  or  the  Clay  and  Book  Cigar  factory  that 
is  an  apartment  complex  of  65  apartment  units.  Both  of  these  buildings  are  located  in 
Trenton  but  there  are  no  buildings  of  their  size  or  unique  character  that  are  comparable  or 
sold  frequently  enough  to  objectively  quantify  their  value. 

As  a  whole,  the  RITC  buildings  in  residential  areas  are  performing  above  the 
market  standard  established  by  the  sales  comparison  approach.  The  Cooper  Plaza 
Historic  District  in  Camden  has  displayed  a  tremendous  amount  of  RITC  and  market 
activity  since  the  creation  of  the  tax  incentive  program.  Including  projects  that  were 
started  after  1993  cutoff  date  for  this  study,  over  30%  of  the  buildings  in  the  entire 
district  (78  of  258)  were  involved  in  the  RITC  program.  Though  not  all  of  the  buildings 
out  performed  non-RITC  buildings,  the  accumulated  data  shows  that  the  RITC  buildings 
are  able  to  compete  on  the  open  market.  A  major  factor  in  the  success  of  the  buildings  is 
the  presence  of  the  Cooper  Health  System,  which  serves  as  the  anchor  of  the 
neighborhood.  They  have  purchased  many  of  the  buildings  along  the  600  block  of 
Benson  Street  for  use  as  office  space,  which  is  directly  adjacent  to  the  hospital.  But  as 
one  moves  away  from  the  hospital,  the  district  has  retained  its  residential  atmosphere. 
There  are  still  pockets  of  run  down  buildings  but  the  ability  of  the  RITC  buildings  to 


"  See  Appendix  C  for  a  comprehensive  list  of  market  comparison  data  for  buildings  discussed  in  this 
section. 
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retain  their  market  value  is  attracting  more  rehabilitation  within  the  district.  The  two 
RITC  properties  that  were  sold  in  the  Cooper  Grant  Historic  District,  108  and  110 
Linden,  have  displayed  the  same  ability  to  compete  on  the  open  market.  With  resale 
values  of  $70,000  and  $89,000  respectively,  only  two  other  properties  in  the  district,  102 
Linden  and  1 19  Perm,  have  similar  resale  values. 

The  market  success  of  subject  buildings  in  Trenton  also  rated  favorably  with 
similar  buildings  in  the  city.  A  prime  example  is  186-190  West  State  Street  (the  deeds 
for  the  two  properties  were  consolidated  upon  their  sale)  which  sold  for  $1,025,000  in 
May  1992.  Three  other  properties  in  the  State  House  Historic  District.  132  West  State 
($320,000)  Street,  200  West  State  Street  ($180,000)  and  210  West  State  Street  ($53,500), 
were  sold  within  a  two  month  period  for  considerably  less  money.  In  the  Greenwood- 
Hamilton  Historic  District,  602  Greenwood  Avenue  sold  for  $145,000  in  April  1996  and 
434  Greenwood  Avenue  sold  for  $270,000  in  March  1997.  The  only  other  comparable 
property  that  sold  within  this  time  frame  was  401  Greenwood  Avenue  in  December  1996 
for  $100,000.  The  building  stock  of  the  Berkley  Square  Historic  District,  another 
residential  district  with  buildings  of  similar  size  and  architectural  quality  to  that  of  the 
Greenwood  Avenue  buildings,  exhibit  comparable  resale  values.  In  the  Mill  Hill  Historic 
District,  the  disparity  of  resale  values  is  not  as  striking  as  RITC  and  non-RITC  buildings 
fluctuate  in  similar  price  ranges.  For  example,  RITC  projects  at  246  Mercer  Street 
($91,000  in  August  1998)  and  360  South  Broad  Street  ($50,000  in  October  1998)  sold  at 
the  same  or  lower  levels  than  similar  buildings  in  the  district,  144  Mercer  Street 
($148,000  in  November  1997)  and  205  Mercer  Street  ($85,405  in  September  1997). 


57 


The  data  for  Lambertville  is  restricted  due  to  the  small  amount  of  RITC  projects 
and  the  difficulty  in  fmding  similar  properties  sold  at  in  the  same  time  period.  119  North 
Union  Street  is  one  of  the  largest  houses  in  the  city  and  buildings  of  this  type  have  not 
entered  the  market  at  a  high  frequency.  The  property  sold  for  $515,000  in  June  1996. 
Three  similar  properties  were  sold  over  a  three-year  period  at  the  same  or  lower  levels: 
136  North  Union  ($280,000  in  September  1994).  42  York  Street  ($550,000  in  June  1995), 
and  142  North  Union  ($220,000  in  July  1997).  The  fmal  examples  are  the  buildings  at  32 
and  34  George  Street.  32  George  Street  sold  for  $123,500  in  February  1988  and  34 
George  Street  sold  for  $1 12.000  in  July  1992  and  again  in  June  1998  for  $122,000.  Over 
a  wide  period  of  time,  similar  properties  have  sold  for  as  little  as  $78,000.  54  George 
Street  in  July  1994.  and  as  much  as  $138,400,  43  Coryell  in  April  1998. 

The  data  accumulated  in  the  market  analysis  section  of  this  report  reveals  that 
RITC  buildings  are  performing  at  a  favorable  rate  when  they  re-enter  the  marketplace. 
The  first  part  of  the  analysis,  tracking  frequency  of  property  transfer,  shows  that 
buildings  are  marketable  and  likely  to  be  purchased  if  the  owner  wishes  to  sell  the 
building.  The  second  part,  the  market  comparison  data,  reveals  that  the  properties,  in 
most  cases,  are  performing  at  or  above  standard  market  conditions  for  buildings  in  similar 
districts. 
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CHAPTER  6 

CONCLUSIONS 

General  Conclusions 

The  first  conclusion  that  can  be  drawn  from  the  investigation  is  that  the  threat  of 
recapturing  the  tax  credits  is  a  strong  deterrent  from  inappropriate  alterations  to  the 
historic  character  of  the  rehabilitated  building  and  the  early  resale  of  the  building.  Only  1 
of  the  73  (1.3%)  buildings  surveyed  was  altered  in  any  noticeable  manner  on  the  exterior 
and  only  five  (6.8%)  were  sold  before  the  expiration  of  the  five-year  recapture  period. 
These  are  small  percentages.  In  the  one  example  where  alterations  were  made.  638 
Benson  Street  in  Camden,  the  threat  of  tax  credit  recapture  was  enough  to  make  the 
owner  reduce  the  scale  of  the  addition.  Though  other  factors,  such  as  the  lack  disposable 
income  to  make  fiirther  alterations  or  the  lack  of  a  market  in  which  to  sell  the  property, 
might  have  contributed  to  these  low  percentages,  the  threat  of  recapture,  more  than  any 
other  reason,  has  served  to  limit  alterations  and  early  resale. 

The  dual  purpose  of  the  RITC  program,  first,  to  preserve  a  building's  historic 
character,  and  second,  to  extend  the  usefiil  life  of  existing  historic  structures  through 
private  investment,  is  being  served  by  the  tax  incentive  program.  Though  the  public  is 
foregoing  the  tax  revenue  lost  from  tax  credits;  the  benefits  to  the  public  outweigh  the 
loss  of  tax  revenue.  Without  the  incentive  of  tax  credits,  it  is  unlikely  the  rehabilitation 
projects  in  the  Cooper  Plaza  Historic  Districts  of  Camden  or  the  industrial  complexes  of 
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Stokely-Van  Camp  and  the  Clay  and  Book  Cigar  Factory  in  Trenton  would  have  been 
undertaken.  Instead  of  falling  victim  to  the  wrecking  ball,  the  changes  in  the  federal  tax 
structure  provides  an  incentive  to  owners  of  historic  properties  to  rehabilitate  them  and 
make  them  functional  in  today's  real  estate  market.  As  a  result,  the  buildings  represent 
needed  reinvestment  in  the  economically  and  socially  distressed  cities  of  Camden  and 
Trenton.  They  serve  as  an  impetus  to  further  development  and  rehabilitation  of 
residential  neighborhoods  and  commercial  centers  in  these  cities. 

After  the  five-year  recapture  period,  only  four  additional  buildings  (5.5%  of  the 
total)  were  identified  as  having  experienced  any  significant  alterations.  The  extent  of  the 
alterations,  with  the  exception  of  186  and  190  West  State  Street  in  Trenton,  appears 
minimal  and  reversible  if  necessary.  In  the  case  of  186  and  190  West  State  Street,  the 
Landmarks  Review  Commission  fulfilled  their  responsibility  by  minimizing  the  impact  of 
a  massive  addition  and  interior  alterations  on  the  historic  character  of  the  buildings. 
Though  significant  portions  of  the  interior  and  rear  fa9ade  were  compromised  in  the 
course  of  construction,  the  review  of  the  Commission  was  limited  by  the  local 
preservation  ordinance  to  consider  alterations  to  exterior  features  of  a  building  which  face 
upon  a  public  right-of-way.  But  the  ability  of  the  Commission  to  work  with  the  architect 
and  property  owner  helped  to  mitigate  the  effect  of  the  alterations  on  the  character  of  the 
buildings  as  the  separate  identity  of  each  building  and  the  overall  streetscape  was 
preserved  by  the  setback  of  the  connecting  stairwell. 

Though  there  are  no  federal  measures  to  protect  the  historic  character  of  RITC 
buildings  after  the  five-year  recapture  period,  the  presence  of  local  preservation 
ordinances  in  Camden  and  Trenton  serve  as  a  vital  component  in  the  fiiture  protection  of 
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RITC  buildings.  As  the  above  example  displays,  the  buildings  that  fall  under  the 
jurisdiction  of  a  preservation  ordinance  receive  a  high  level  of  scrutiny  during  the  review 
process.  The  design  quality  and  historic  appropriateness  of  on-going  rehabilitation 
projects  are  not  ignored.  This  thesis  concentrated  on  the  ability  of  a  local  preservation 
ordinance  to  retain  the  historic  character  of  buildings  rehabilitated  under  the  RITC 
program.  It  is  evident  from  the  data  that  a  local  preservation  ordinance  carries  out  this 
obligation.  Obviously,  the  authority  of  the  preservation  ordinance  is  not  limited  to  RITC 
buildings  but  extends  to  every  designated  building  within  the  community. 

In  discussions  with  Dan  Saunders  of  the  New  Jersey  State  Historic  Preservation 
Office  and  the  principal  reviewer  of  RITC  projects,  he  stressed  the  informal  interaction 
between  the  SHPO  and  the  local  landmark  coordinator  as  a  powerflil  tool  in  identifying 
alterations  to  RITC  projects.^^  If  a  permanent  staff  is  in  place  at  the  local  level,  the 
landmark  coordinator  is  usually  aware  of  which  buildings  were  rehabilitated  under  the 
RITC  program.  If  the  building  happens  to  come  in  front  of  the  review  board  for  later 
alterations,  the  local  landmark  coordinator  often  contacts  the  SHPO  to  verify  if  the 
building  is  still  in  the  recapture  period.  There  is  no  requirement  for  this  interaction  but 
the  informal  arrangement  serves  as  an  effective  way  to  monitor  later  alterations  to  RITC 
projects. 

The  benefits  of  a  local  landmark  commission  continue  beyond  the  scope  of  review 
for  the  preservation  of  historic  character  of  a  building,  whether  an  RITC  project  or  a 
single  family  home.  To  increase  awareness  of  rehabilitation  standards  (which  are  closely 
based  on  the  Secretary  of  the  Interior's  Standards)  and  promote  future  rehabilitation 


Dan  Saunders,  interview  by  author,  Trenton,  NJ,  21  April  1999. 
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activity,  the  Trenton  Landmark  Commission  has  published  an  invaluable  manual. 
Preservation  Guidelines,  for  the  owners  of  historic  buildings.  The  illustrated  manual 
fiilfills  many  needs:  it  clearly  identifies  the  criteria  used  in  the  review  process;  it 
graphically  presents  the  wide  range  of  architectural  styles  and  distinctive  elements  in 
Trenton;  it  offers  technical  advice  on  exterior  paint  and  masonry  rehabilitation;  and 
includes  an  extensive  reference  section  highlighting  the  best  sources  on  every  facet  of 
rehabilitation.  This  manual  is  helpful  to  the  homeowner  and  professional  contractor  and 
should  be  copied  by  other  communities.  The  landmark  commissions  in  both  cities  also 
maintain  a  database  of  contractors  that  are  qualified  in  the  area  of  historic  rehabilitation. 

A  local  preservation  ordinance  is  a  valuable  tool  in  preserving  the  historic 
character  of  a  community  but  the  example  of  Lambertville  shows  that  it  is  not  always 
necessary.  Of  the  RITC  projects  surveyed  in  Lambertville,  only  one  displayed 
inappropriate  alterations,  the  poor  pointing  and  brick  replacement  at  139  North  Union 
Street.  It  is  possible  that  the  alteration  was  done  during  the  initial  rehabilitation  meaning 
that  no  properties  in  Lambertville  have  been  significantly  altered.  Unlike  Camden  and 
Trenton,  Lambertville  is  an  economically  stable  community.  Commercial  spaces  are  full 
and  residential  rental  rates  are  high.  Lambertville  survives  on  a  tourist-based  economy 
and  the  historic  character  of  the  city  contributes  to  its  appeal.  The  residents  and  business 
owners  are  cognizant  of  this  fact.  As  a  result,  the  lack  of  a  local  preservation  ordinance 
has  not  led  to  the  loss  of  its  historic  character.  Instead,  an  unspoken  peer  pressure 
safeguards  the  community  standards  for  rehabilitation. 

Finally,  the  information  gathered  from  the  market  analysis  research  confirms  the 
ability  of  the  subject  building  to  re-enter  the  marketplace.  Though  some  of  the  residential 
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properties  reverted  back  to  owner-occupied  single  family  homes,  most  remain  rental 
properties  or  are  used  as  small  offices,  especially  in  the  Cooper  Plaza  Historic  District. 
The  larger  buildings,  such  as  the  Stokely-Van  Camp  Complex,  the  Cigar  Factory  and  the 
Mott  School  in  Trenton,  are  successful  apartment  complexes.  The  market  comparison  of 
similar  properties  reveals  that  RITC  buildings  are  performing  at  an  equal,  if  not  greater, 
level  than  those  properties. 

The  end  result  of  this  thesis  is  that  the  RITC  program  is  functioning  as  it  was 
intended.  Upon  the  start  of  this  project,  there  was  a  certain  amount  of  pessimism  towards 
the  publicized  success  of  the  RITC  program.  But  as  the  research  progressed,  the 
buildings  exhibited  the  long-term  benefits  promised  by  the  program.  Many  of  the 
buildings  are  the  centerpieces  of  the  community  and  represent  a  stable  income-producing 
presence.  They  have  contributed  to  the  revitalization  of  historic  districts  in  each  city, 
such  as  Cooper  Plaza  in  Camden  and  Mill  Hill  Trenton.  The  buildings  continue  to 
exhibit  the  historic  character  that  qualified  them  for  the  benefit  of  the  tax  credit  in  the 
first  place.  The  value  of  the  program  is  that  it  makes  the  rehabilitation  of  historic 
structures  a  reality  by  providing  the  property  owner  an  incentive  to  do  so  without 
sacrificing  the  long-term  benefits  to  the  public. 

Future  Research 

The  limited  nature  of  this  investigation  is  a  good  indicator  of  the  successes  and 
failures  of  the  RITC  program,  though  not  a  fmal  assessment.  Due  to  many  factors— 
among  these  are  time  constraints  of  the  investigation,  the  restricted  ability  of  a  single 
researcher,  the  inappropriate  selection  of  focus  cities  and  the  limited  of  projects  revisited 
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in  the  survey— foture  investigation  would  have  to  be  expanded  to  accurately  evaluate  the 
RITC  program.  The  findings  of  the  investigation  apply  only  to  the  specific  study  areas  of 
Camden,  Trenton  and  Lambertville.  What  it  has  offered  is  a  starting  point  to  evaluate  the 
effectiveness  of  the  RITC  program  as  a  tool  for  preserving  the  character  of  historic 
buildings  and  helping  historic  buildings  re-enter  the  marketplace.  In  a  review  of  the 
methodology  that  was  implemented  from  the  outset  of  the  investigation  and  the 
subsequent  conclusions,  several  weaknesses  of  the  initial  investigation  and  additional 
strategies  have  come  to  light  that  will  produce  a  more  accurate  assessment  of  the  value 
and  impact  of  the  RITC  program. 

The  most  obvious  strategy  is  to  expand  the  survey  to  include  a  wider  geographical 
area,  which  will  provide  a  greater  number  of  projects  to  examine.  There  are  many  ways 
to  expand  upon  the  geographical  range  of  the  investigation.  The  first  is  to  target  an  entire 
state  that  was  active  in  the  RITC  program  from  the  outset,  such  as  Illinois.  North 
Carolina,  or  Pennsylvania,  and  initiate  a  survey  of  the  projects.  From  my  experience, 
working  out  of  a  single  SHPO  office  reduced  initial  legwork  and  centralized  research 
needs.  More  importantly,  the  researcher  is  able  to  establish  a  relationship  with  the  SHPO 
to  help  identify  positive  and  negative  aspects  of  past  projects.  A  statewdde  search  would 
yield  hundreds,  more  likely  thousands  in  the  above  states,  but  it  might  confine  the  study. 
It  might  be  of  greater  interest  to  include  projects  from  several  states  in  various 
geographical  areas  to  understand  the  differing  approaches  to  preservation  policy  at  the 
state  level,  the  distinct  market  conditions  that  exist  in  the  shrinking  Northeast  and 
growing  Sunbelt,  and  the  variety  of  building  typology  that  was  constructed  in  historically 
based  industrial  or  agricultural  regions. 
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A  second  approach  for  future  research  might  be  to  consider  an  entire  regional 
office  of  the  NPS.  which  would  produce  a  database  involving  a  very  large  number  of 
projects.  If  this  approach  was  chosen,  research  should  be  confmed  to  the  MARO  (Mid- 
Atlantic)  or  SERO  (Southeast).  It  is  within  these  two  regions  that  the  vast  majority  of 
projects,  almost  74%"^^.  have  been  undertaken  since  the  inception  of  incentive-based 
programs  in  1976.  Though  a  survey  of  this  scale  would  be  indispensable,  the  logistical 
and  staffing  requirements  make  this  approach  unrealistic. 

A  third,  and  perhaps  the  best  approach  to  providing  a  comprehensive  investigation 
is  to  identify  a  handful  of  cities  in  various  geographical  regions  that  were  extremely 
active  in  the  RITC  program  from  the  outset.  The  investigation  would  begin  with  large 
cities  but  should  include  medium-sized  and  small  cities  as  well.  Baltimore,  Philadelphia, 
and  St.  Louis  are  the  best  candidates  among  larger  cities;  medium-sized  cities  include 
Albany,  Jersey  City.  Nashville,  and  Mobile;  and  small  cities  include  Lexington,  KY. 
Guthrie,  OK.  and  New  Bern  NC.  Within  the  larger  cities,  it  might  be  wise  to  concentrate 
on  a  number  of  neighborhoods  rather  than  the  entire  city  in  an  attempt  to  speed  up  the 
investigation.  There  surely  are  other  candidates  that  can  be  considered  but  these 
examples  that  are  highlighted  as  cities  actively  utilizing  the  tax  incentives  in  the  NPS 
1986  Fiscal  Yeeir  Analysis.^*  The  wide  geographical  area,  distinct  market  conditions  and 
diverse  historical  development,  both  architecturally  and  economically,  of  these  locales 
provide  a  broad  range  of  rehabilitation  projects  that  benefit  the  investigation. 


^'  National  Park  Service,  Tax  Incentives  for  Rehabilitating  Historic  Buildings:  Fiscal  Year  1994  Analysis 
(Washington  DC:  U.S.  Department  of  the  Interior,  1995),  7. 

'*  National  Park  Service,  Tax  Incentives  for  Rehabilitating  Historic  Buildings:  Fiscal  Year  1986  Analysis 
(Washington  DC:  US  Department  of  the  Interior,  1986),  introduction. 
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Site  selection  is  vital  to  a  successfiil  survey  of  RITC  projects.  The  sites  that  were 
selected  limited  the  present  study.  Though  there  were  numerous  projects  begun  under  the 
RITC  program  in  Lambertville.  only  a  few  were  actually  completed  and  certified  by  the 
NPS.  The  small  number  prevented  Lambertville  from  being  as  strong  of  a  gauge  as 
initially  expected  to  measure  the  effectiveness  of  the  rehabilitation  program.  The 
overwhelming  majority  of  properties  in  Lambertville  are  owner-occupied  single  family 
homes,  reducing  the  amount  of  income-producing  properties  and  the  possibility  of 
utilizing  rehabilitation  tax  credits.  The  central  business  district  has  been  a  well- 
developed  commercial  strip  of  restaurants,  antique  stores  and  galleries,  and  offices  since 
the  mid-1980's.  further  reducing  the  tax  credit  opportunities. 

What  does  make  Lambertville  an  interesting  test  case  is  that  there  is  no  local 
preservation  ordinance  in  place  restricting  property  owners  from  making  alterations  that 
affect  the  historic  character  of  the  buildings.  Instead,  a  non-regulatory  interest  based  on 
peer  aesthetic  has  developed  that  has  minimized  the  unsympathetic  alterations.  Rather 
than  meeting  the  standards  of  a  historic  architectural  review  board,  property  owners  are 
obliged  to  meet  the  unwritten  but  visible  standards  of  their  neighbors. 

The  main  drawback  with  Camden  and  Trenton  as  site  selections  is  the  noteworthy 
similarities  that  exist  between  the  two  cities.  On  the  downside  is  the  depressed  nature  of 
each  city.  Historically,  both  cities  had  a  strong  industrial  base  that  resulted  in 
development  of  residential  neighborhoods  for  the  employees.  In  the  1950's  and  60's  the 
industrial  base  of  the  cities  quickly  eroded  and  businesses  either  closed  their  doors  or 
relocated  to  outlying  areas,  which  had  a  devastating  effect  upon  the  tax  base.  Many  of 
the  citizens,  particularly  the  white  population,  abandoned  the  residential  communities  of 
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the  cities.  What  remained  after  the  white  flight  were  high  unemployment  and  welfare 
rates,  the  rise  of  alcohol  and  drug  abuse  and  increased  crime  throughout  the  cities.  The 
working  class  also  abandoned  the  housing  stock.  Property  taxes  went  unpaid  and  houses 
were  left  vacant  with  many  reaching  a  state  of  deterioration  that  necessitated  their 
condemnation  and  demolition  by  the  city.  The  city  governments  are  the  largest 
landowner,  owning  hundreds  of  boarded  up  and  vacant  properties  throughout  the  city, 
many  in  designated  historic  districts. 

When  the  majority  of  the  projects  began,  Camden  displayed  all  of  the 
characteristics  of  a  distressed  city.  Unemployment  rates  were  as  high  as  50%.  welfare 
rates  were  at  40%.  and  vacancy  rates  were  over  60%  throughout  the  Cooper  Plaza 
Historic  District.  Furthermore,  only  8  of  the  38  houses  on  the  600  block  of  Berkley 
Street  were  occupied  at  the  time  of  the  rehabilitation.^''  Unfortunately,  Camden  still 
suffers  fi-om  the  loss  of  its  industrial  base,  high  unemployment  and  a  small  tax  base. 
Conditions  are  similar  in  Trenton,  especially  in  the  Ewing-Carroll  District  in  which 
numerous  properties  have  been  demolished  and  an  entire  block  along  Southard  Street  is 
vacant  and  owned  by  the  city. 

On  the  positive  side.  Camden  and  Trenton  have  implemented  a  strong  and 
dedicated  policy  for  the  designation  and  protection  of  historic  properties.  The  local 
preservation  legislation  is  integrated  into  the  zoning  ordinance  and  placed  the 
responsibilities  of  the  landmarks  commissioner  within  the  land  use  planning  department. 
Both  cities  have  gone  to  great  lengths  to  inventory  and  designate  historic  properties  and 


''  620-642  and  651-59  Berkley  Street  File,  Tax  Act  Files,  State  Historic  Preservation  Office  of  New  Jersey, 
Trenton ,  NJ. 
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establish  certified  districts  in  historic  neighborhoods.  The  most  important  aspect  of  the 
preservation  ordinance  is  the  establishment  of  a  qualified  review  commission  that  utilizes 
clearly  stated  standards  of  evaluation  closely  based  upon  the  Secretary  of  the  Interior's 
Standards  for  Rehabilitation. 

Yet  another  approach  to  future  research  would  be  to  expand  upon  the  Fiscal  Year 
Analysis  reports  compiled  by  the  NPS.  These  reports  offer  extensive  analysis  of 
numerous  factors  associated  with  the  RITC  program.  They  include  the  total  amount  of 
approved  projects,  the  use  of  rehabilitated  buildings,  the  type  of  ownership,  an  estimated 
amount  of  investment  generated  by  the  program,  the  various  methods  of  project  financing 
and  the  use  of  other  credits  in  addition  to  the  RITC.  The  statistics  are  broken  down  by 
regional  service  districts  and  on  a  state-by-state  comparison  for  a  few  selected  categories. 
The  data  applies  to  both  the  specific  year  and  cumulative  totals  for  the  history  of  the 
RITC  program. 

The  main  purpose  of  the  NPS  analysis  is  to  highlight  the  amount  of  projects  and 
investment  in  absolute  numbers  and  further  promote  the  federal  govenmient's  largest 
program  to  stimulate  retention  and  reuse  of  historic  buildings.  What  it  fails  to  do  is 
closely  evaluate  the  success  of  past  projects,  both  in  its  ability  to  preserve  the  historic 
character  of  the  buildings  and  re-enter  the  real  estate  market  as  viable  income  producing 
properties.  But  the  Fiscal  Year  analysis  provides  a  valuable  launching  pad  to  expand 
upon  the  basic  approach  employed  in  this  paper.  The  state-by-state  analysis  is  helpful  in 
identifying  possible  focus  areas  in  which  there  was  extensive  use  of  the  RITC. 

The  information  on  ownership  is  usefiil  in  ascertaining  if  different  types  of 
ownership,  whether  individual,  corporation,  general  partnership,  or  limited  partnership, 
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produce  more  successfial  rehabilitation  projects  in  terms  of  market  performance.  The 
impact  of  the  1986  ERTA,  especially  on  the  passive  activity  limitations,  has  had  a 
dramatic  effect  upon  the  type  of  partnerships  that  can  be  formed  and  who  can  claim  the 
tax  credit.  As  shown  earlier,  the  1986  reforms  dramatically  reduced  the  total  number  of 
projects  that  were  undertaken.  The  use  of  the  RITC  was  in  steady  decline  until  favorable 
market  conditions  and  interest  rates  reappeared  during  the  early  1990's  and  syndicates 
were  formed  to  finance  projects.  A  comparison  of  pre- 1986  and  post- 1986  projects  is 
invaluable  in  determining  if  the  RITC  program  is  still  a  viable  incentive  for  those 
interested  in  rehabilitation  of  historic  properties  and  if  it  is  being  used  differently  today 
than  it  was  in  the  past. 

The  information  on  the  use  of  the  building  can  be  extended  into  the  field  survey 
of  projects.  It  can  be  used  to  classify  which  use.  whether  housing,  office,  commercial  or 
mixed  use.  is  best  suited  for  rehabilitation  and  measure  the  rate  of  for  each  use.  It  is 
assumed  that  attached  rowhouses  in  residential  neighborhoods  are  best  suited  for 
continued  use  as  residential  units,  but  that  does  not  address  the  question  of  larger 
industrial  buildings  and  their  use.  Are  they  best  used  as  new  loft  apartments  or  can  they 
be  converted  into  successfiil  office  space?  The  success  rate  of  buildings  being 
rehabilitated  and  reused  as  office  complexes  and  commercial  spaces  can  be  measured  as 
well  as  the  impact  of  these  projects  on  the  local  economy. 

The  RITC  program  has  been  praised  as  "the  best  hope  for  re-using"  modest-sized 
commercial  structures  in  communities  to  bring  "economic  activity  back  to  traditional 
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main  streets."^°  The  rehabilitation  projects  have  served  as  a  catalyst  to  the  revitalization 
of  commercial  districts  in  towns  throughout  America.  What  is  needed  is  a 
comprehensive  survey  to  determine  the  impact  of  the  projects  and  if  they  did  indeed 
stimulate  the  revitalization  of  adjacent  and  nearby  buildings  in  these  districts.  Extensive 
market  analysis,  interviews  with  community  officials,  business  leaders  and 
preservationists,  and  a  survey  of  surrounding  buildings  are  stepping  stones  to  measuring 
the  economic  impact  of  the  RJTC  in  downtown  commercial  districts. 

Another  arena  for  future  research  would  be  to  survey  RITC  projects  according  to 
building  typology.  In  this  study,  the  majority  of  projects  involved  rowhouses,  semi- 
detached or  detached  houses.  The  projects  were  small  in  scale  as  a  result.  There  were  a 
few  factories  or  similar  industrial  sites  but  no  hotels  or  office  buildings.  Projects  of  this 
nature  must  be  included  in  an  examination  of  the  RITC  to  measure  its  true  worth.  Such  a 
study  could  reveal  how  often  certain  types  of  buildings  are  rehabbed.  or  what  is  the  best 
use  for  a  certain  type  of  building.  The  study  might  reveal  innovative  approaches  to 
rehabilitating  challenging  building  typologies,  large  industrial  complexes.  The  study 
could  assist  developers  in  choosing  properties  and  creating  new  uses  that  apply  to  that 
site.  These  findings  can  be  published  as  Preservation  Case  Studies. 

A  final  area  for  fijture  research,  though  by  no  means  completing  the  Hst,  is  a 
reexamination  of  the  Secretary  of  the  Interior's  Guidelines  for  Rehabilitation.  The 
Standards  have  often  been  a  bone  of  contention  between  developers,  preservationists,  and 
the  National  Park  Service.     Many  have  called  the  Standards  vague  and  misleading. 


*"  Antoinette  J.  Lee,  "Revitalizing  the  Nation's  Main  Streets,"  Cultural  Resource  Management  (CRM) 
Volume  20  Number  6  ( 1 997),  1 7- 1 8. 
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sometimes  contradictory.  Some  want  the  Standards  to  be  more  specific  and  rigorous.  All 
groups  involved  want  a  more  consistent  application  of  the  Standards.^' 

Over  the  course  of  the  program,  the  National  Park  Service  has  made  great  strides 
in  providing  practical  information  on  innovative  preservation  techniques  for  architects, 
craftsmen,  and  homeowners.  Mainly  through  the  publication  of  Preservation  Briefs, 
Preservation  Tech  Notes,  and  Preservation  Case  Studies  and  consultation  with  NPS  and 
SHPO  preservation  specialists,  the  public  is  more  aware  of  the  expectations  of  complying 
with  the  Standards.  Yet  many  projects  fail  to  gain  Part  3  approval  as  a  certified 
rehabilitation  and  some  cases  go  to  appeal.  Is  this  a  factor  of  arbitrary  and  vague 
Standards,  does  the  quality  of  a  project  not  warrant  the  fmancial  benefit  of  the  tax  credit, 
or  does  compliance  with  the  Standards  make  projects  too  costly  to  consider?  Further 
discussion  and  introspection  will  help  settle  these  issues. 

This  thesis  should  not  be.  and  is  not,  a  comprehensive  survey  of  the  RITC 
program.  It  is  only  a  stepping  stone  to  ftirther  research.  As  shown  above,  there  are 
numerous  strategies  to  expand  upon  the  research  begun  here  and  other  approaches  to 
analyze  the  successes  and  failures  of  the  program.  The  fact  that  over  25,000  properties 
have  been  rehabiUtated  through  the  program  is  a  testament  to  its  success.  But  it  is  time  to 
reevaluate  the  program  so  it  can  be  utilized  to  its  fiiUest  promise.  By  reviewing  past 
projects  and  their  current  performance,  an  assessment  can  made  of  the  limitations  and 
possibilities  of  preservation  tax  incentives.  Reforms,  if  necessary,  can  be  implemented. 
If,  as  I  believe,  the  program  is  effective,  greater  awareness  of  its  benefits  should  be  made 


*'  Gleye,  486.  In  fact,  Gleye  states,  "In  practice,  the  Standards  are  open  to  wide  differences  of 
interpretation,  resulting  in  lengthy  and  often  acrimonious  negotiations  between  developers  and  reviewers." 

71 


public  to  encourage  more  projects.  Though  it  is  unlikely  rehabilitation  activity  will  ever 
match  the  peak  years  of  the  early  1980's;  many  opportunities  still  remain  in  historic 
districts  and  landmark  buildings  throughout  America. 
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APPENDIX  A 

SECRETARY  OF  THE  INTERIOR'S  STANDARDS  FOR  REHABILITATION 
The  Standards  (Department  of  Interior  regulations.  36  CFR  67)  pertain  to  historic 
buildings  of  all  materials,  construction  types,  sizes,  and  occupancy  and  encompass  the 
exterior  and  the  interior,  related  landscape  features  and  the  building's  site  and 
environment  as  well  as  attached,  adjacent,  or  related  new  construction.  The  Standards  are 
to  be  applied  to  specific  rehabilitation  projects  in  a  reasonable  manner,  taking  into 
consideration  economic  and  technical  feasibility. 
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1.  A  property  shall  be  used  for  its  historic  purpose  or  be  placed  in  a  new  use  that 
requires  minimal  change  to  the  defining  characteristics  of  the  building  and  its  site 
and  environment. 

2.  The  historic  character  of  a  property  shall  be  retained  and  preserved.  The  removal 
of  historic  materials  or  alterations  of  features  and  spaces  that  characterize  a 
property  shall  be  avoided. 

3.  Each  property  shall  be  recognized  as  a  physical  record  of  its  time,  place,  and  use. 
Changes  that  create  a  false  sense  of  historical  development,  such  as  adding 
conjectural  features  or  architectural  elements  from  other  buildings,  shall  not  be 
imdertaken. 

4.  Most  properties  change  over  time;  those  changes  that  have  acquired  historic 
significance  in  their  own  right  shall  be  retained  and  preserved. 

5.  Distinctive  features,  fmishes,  and  construction  techniques  or  examples  of 
craftsmanship  that  characterize  a  property  shall  be  preserved. 

6.  Deteriorated  historic  features  shall  be  repaired  rather  than  replaced.  Where  the 
severity  of  deterioration  requires  replacement  of  a  distinctive  feature,  the  new 
feature  shall  match  the  old  in  design,  color,  texture,  and  other  visual  qualities  and, 
where  possible,  materials.  Replacement  of  missing  features  shall  be  substantiated 
by  documentary,  physical,  or  pictorial  evidence. 

7.  Chemical  or  physical  treatments,  such  as  sandblasting,  that  causes  damage  to 
historic  materials  shall  not  be  used.  The  surface  cleaning  of  structures,  if 
appropriate,  shall  be  undertaken  using  the  gentlest  means  possible. 
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8.  Significant  archaeological  resources  affected  by  a  project  shall  be  protected  and 
preserved.  If  such  resources  must  be  disturbed,  mitigation  measures  shall  be 
undertaken. 

9.  New  additions,  exterior  alterations,  or  related  new  construction  shall  not  destroy 
historic  materials  that  characterize  the  property.  The  new  work  shall  be 
differentiated  from  the  old  and  shall  be  compatible  with  the  massmg,  size,  scale, 
and  architectural  features  to  protect  the  historic  integrity  of  the  property  and  its 
environment. 

10.  New  additions  and  adjacent  or  related  new  construction  shall  be  undertaken  in 
such  a  maimer  that  if  removed  in  the  fixture,  the  essential  form  and  integrity  of  the 
historic  property  and  its  environment  would  be  unimpaired. 
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APPENDIX  B 

MUNICIPAL  DEED  TRANSFERS 

The  title  of  ownership  for  each  property  in  the  survey  was  tracked  from 
acquisition  prior  to  rehabilitation  to  present  day.  There  is  a  great  deal  of  information 
included  in  the  following  tables:  addresses,  tax  assessor  block  and  lot  numbers,  deed 
book  references,  date  of  acquisition,  name  of  owner,  consideration  for  property,  the  cost 
of  rehabilitation  according  to  the  NPS  Application,  the  date  of  certified  rehabilitation,  the 
use  of  the  building  following  rehabilitation,  and  the  present  use  of  the  building.  The 
entry  in  bold  represents  the  information  at  the  time  of  rehabilitation  under  the  RITC 
program.  There  was  an  attempt  to  be  as  complete  as  possible  in  gathering  the 
information  but  certain  pieces  of  information  were  quite  elusive.  For  instance,  early 
RITC  Applications  did  not  always  list  the  cost  of  rehabilitation  and  some  title  searches 
proved  time-consuming  and  difficult,  sometimes  leading  to  a  dead  end.  There  is  still 
ample  information  in  the  appendices  to  draw  conclusions  and  pose  more  questions. 

There  are  a  few  notable  properties  that  deserve  attention.  First,  the  Benson  Street 
Properties  in  Camden  display  an  interesting  pattern  of  property  transfer  from  Cooper 
Medical  to  DS  Associates  and  then  back  to  Cooper  Medical,  presently  known  as  Cooper 
Health  System.  In  most  cases,  the  sale  of  the  property  represents  a  loss  for  DS 
Associates.  It  is  not  known  if  there  was  any  fiirther  consideration  made  to  DS  Associates 
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to  compensate  then  for  their  loss.  Another  interesting  example  is  the  Berkley  Street 
project  in  the  same  Cooper  Plaza  Historic  District  of  Camden.  Historical  Developers, 
based  in  Philadelphia,  purchased  18  rowhouses  in  1984.  A  smaller  group  of  investors 
was  formed.  Cooper  Plaza  Association,  to  finance  and  coordinate  the  project.  Each  of  the 
18  buildings  was  converted  into  two  two-bedroom  units  at  a  cost  of  $2,888,000.  Since 
August  1995,  all  of  the  units  have  sold  at  a  price  between  $43,900  and  $45,900, 
accounting  for  $1.6  million  dollars.  HUD  fmancing  in  the  form  of  forgivable  loans  and 
the  tax  credits  was  instrumental  in  seeing  this  project  to  completion.  There  appear  to  be 
many  examples  of  resale  values  not  supporting  the  total  cost  of  acquisition  and 
rehabilitation  for  the  property  owner.  Rental  rates  in  these  districts  are  not  high  so  it  is 
unlikely  that  the  income  generated  by  the  properties  have  supported  the  debt  service. 

The  properties  in  Lambertville  that  have  sold  since  rehabilitation  displays  a  strong 
increase  in  value.  119  North  Union  Street  is  a  great  example.  The  owner  used  the 
building  as  a  business  space  for  eleven  years  and  then  sold  for  a  profit  of  $140,000.  An 
additional  bonus  is  that  the  project  is  probably  the  finest  one  in  terms  of  appUcation 
process,  construction  practices  and  the  retention  of  historical  character.  The  two 
properties  at  32  and  34  George  Street  also  display  a  positive  income  statement. 
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APPENDIX  C 

MUNICIPAL  MARKET  COMPARISONS 
The  information  in  the  Appendix  C  was  accumulated  from  tax  assessment  rolls  at 
the  County  Courthouse  for  each  city.  In  each  set  of  comparisons,  the  building  stock  is 
similar,  if  not  identical,  to  the  subject  buildings  If  possible,  comparative  sales  represent 
properties  sold  at  a  similar  time  period,  usually  about  three  months  before  or  after  the  sale 
of  the  subject  building  h  was  not  always  possible  to  meet  that  criterion.  Market 
comparisons  were  complied  for  residential  properties.  These  are  easier  to  track  due  to  the 
larger  available  pool  and  the  increased  frequency  of  sale. 
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COOPER  PLAZA  HISTORIC  DISTRICT,  CAMDEN,  NJ 


RITC  PROPERTY  SALES 

Address  Date       Consideration 

9/89         175,000 


620  Benson 


580  Benson 


4/94        125,000 


636-638  Benson* 2/95        200,000 


NON-RITC  PROPERTY  SALES 


Address 

Date 

Consideration 

622  Benson 

9/89 

165,000 

421  S.  6"* 

10/89 

30,000 

404  Chambers 

3/90 

48.000 

431  Chambers 

8/89 

80,000 

582  Benson 

3/94 

125,000 

584  Benson 

4/94 

70.000 

586  Benson 

4/94 

49,000 

594  Benson 

4/94 

49.000 

562  Benson 

9/94 

30,000 

582  Auburn 

5/94 

26,000 

503  S.  6"^ 

1/94 

69,700 

513  S.6"' 

1/94 

55,000 

515  S.  6* 

4/94 

59,000 

517  S.  6* 

4/94 

55.000 

519  5.6'" 

1/94 

55.000 

630  Benson 

5/95 

47.900 

562  Benson 

9/94 

30.000 

586  Auburn 

3/95 

21.000 

509  S.  6'" 

7/95 

70.000 

*The  properties  were  consolidated  under  one  deed  and  sold  for  $200,000. 


620-644  Berkley**  1995-1996 
651-659  Berkley**  1995-1996 


43.900-45.900 
43,900-49,000 


**The  Berkley  buildings  were  rehabbed  as  one  large  project  in  1984-86.  Each  building  was  divided  into 
two  units.  In  1995.  the  Cooper  Plaza  Association,  the  management  group  operating  the  buildings  for 
Historical  Developers.  Inc.,  began  to  sell  the  units  under  a  condominium  arrangement  in  which  CPA  still 
manages  the  exterior  and  common  areas  and  sell  the  living  areas  to  individuals. 


602  Benson 

3/97 

60.000 

566  Benson 

11/97 

5.000 

604  Benson 

3/97 

60,000 

426  S.  Broadway 

■  1/97 

45.000 

608  Benson 

3/97 

60,000 

444  S.  Broadway 

■  1/97 

20.500 

610  Benson 

3/97 

60.000 

600  Benson 

9/97 

66,000 

614  Benson 

3/97 

60,000 

606  Benson 

6/97 

34,809 

628  Benson 

1/97 

50.000 

422  Chambers 

2/97 

45.000 

409  S.  7"* 

2/97 

129.900 

COOPER  GRANT  HISTORIC  DISTRICT, 

CAMDEN,  NJ 

RITC  PROPERTY  SALES- 

NON-RITC  PROPERTY  SALES 

Address 

Date 

Consideration 

Address 

Date 

Consideration 

108  Linden 

9/97 

70.000 

102  Linden 

6/97 

72.000 

110  Linden 

4/98 

89,000 

I19Penn 

9/97 

70.000 

516N.2'"' 

10/97 

35,000 

319Penn 

12/97 

40.000 

307  Point 

4/97 

9.000 

320  Point 

8/97 

37,500 
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322  Point 
333  Point 


8/97 
1/98 


16,800 
35,000 


Lambertville  Historic  District,  National  Register  of  Historic  Places,  LambertviUe,  NJ 


RITC  PROPERTY  SALES- 

NON-RITC  PROPERTY  SALES 

Address 

Date 

Consideration 

Address 

Date 

Consideration 

32  George 

2/88 

123,500 

52  George 

12/85 

68,000 

34  George 

7/92 

112,000 

54  George 

7/94 

78,000 

34  George 

6/98 

122,000 

1 1 8  George 

11/84 

57.000 

121  George 

8/94 

155,000 

43  Coryell 

138,400 

45  Coryell 

128,400 

119  N.Union       6/96        515,000 


14  Clive  Court  4/94  135,000 

42  York  6/95  550,000 

136  N.Union  9/94  280.000 

142  N.  Union  7/97  220,000 


1 19  N.  Union  is  the  largest  house/mansion  in  Lambertville.  There  are  a  few  properties  of  comparable  size 
and  architectural  quality  but  only  one,  42  York  has  been  sold  recently. 


GREENWOOD-HAMILTON  HISTORIC  DISTRICT,  TRENTON,  NJ 

RITC  PROPERTY  SALES-  NON-RITC  PROPERTY  SALES 

Address  Date       Consideration  Address  Date       Consideration 


434  Greenwood 
602  Greenwood 


3/97 
4/96 


270,000 
145,000 


401  Greenwood    12/96      100.000 


There  are  few  properties  in  the  district  that  are  comparable  to  these  buildings.  The  only  other  district  with 
residential  buildings  of  comparable  size  and  architectiiral  quality  are  in  the  Berkley  Square  District.  There 
were  few  transactions  since  the  mid-1990's  in  Berkley  Square. 


MILL  HILL  HISTORIC  DISTRICT,  TRENTON,  NJ 


RITC  PROPERTY  SALES- 

NON-RITC  PROPERTY  SALES 

Address               Date       Consideration 

Address 

Date 

Consideration 

255  Jackson         9/88        126.000 

249  Mercer 

1/88 

59.000 

239  Jackson 

3/86 

70.000 

140  Mercer 

6/91 

142.500 

246  Mercer 

8/98 

91,000 

144  Mercer 

11/97 

148,000 

360  S.  Broad 

10/98 

50,000 

146  Mercer 

3/96 

100,000 

150  Mercer 

1/97 

148,000 

205  Jackson 

9/97 

85,405 

94 


STATE  HOUSE  HISTORIC  DISTRICT,  TRENTON,  NJ 


RITC  PROPERTY  SALES- 


Address 


Date       Consideration 


186  W.  State*  5/92        1,025,000 

190  W.  State* 

216  W.  State  8/93 

198  W.  State  5/98 


NON-RITC  PROPERTY  SALES 


Address 

Date 

Consideration 

132  W.  State 

3/92 

320,000 

200  W.  State 

5/92 

180,000 

210  W.  State 

6/92 

53.500 

1 16  W.  State 

3/96 

219,000 

128  W.  State 

3/97 

155,000 

208  W.  State 

6/96 

47,000 

212  W.  State 

12/95 

130,000 

224  W.  State 

6/97 

210,000 

*  186  and  190  West  State  Street  were  consolidated  under  the  same  deed  and  sold  as  a  single  parcel  for 
$1,025,000. 

BERKLEY  SQUARE  HISTORIC  DISTRICT,  TRENTON,  NJ 

RITC  PROPERTY  SALES-  NON-RITC  PROPERTY  SALES 


Address 

Date 

Consideration 

Address 

Date 

Consideration 

908  W.  State 

10/96 

65,000 

919  W.  State 

12/95 

125,000 

912  W.  State 

10/94 

95,500 

846  Berkley 

10/94 

123,000 

800  W.  State 

12/94 

166.500 
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